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A PERMANENT SOLUTION TO THE SGR: THE 
TIME IS NOW, DAY 1 


WEDNESDAY, JANUARY 21, 2015 

House of Representatives, 

Subcommittee on Health, 
Committee on Energy and Commerce, 

Washington, DC. 

The subcommittee met, pursuant to call, at 10:17 a.m., in room 
2322, Rayburn House Office Building, Hon. Joseph R. Pitts (chair- 
man of the subcommittee) presiding. 

Present: Representatives Pitts, Guthrie, Shimkus, Murphy, Bur- 
gess, Lance, Griffith, Bilirakis, Long, Ellmers, Bucshon, Brooks, 
Collins, Upton, Green, Engel, Capps, Schakowsky, Castor, Matsui, 
Lujan, Schrader, Kennedy, Cardenas, and Pallone. 

Staff Present: Clay Alspach, Chief Counsel, Health; Gary Andres, 
Staff Director; Sean Bonyun, Communications Director; Leighton 
Brown, Press Assistant; Noelle Clemente, Press Secretary; Brad 
Grantz, Policy Coordinator, O&I; Robert Horne, Professional Staff 
Member, Health; Tim Pataki, Professional Staff Member; Michelle 
Rosenberg, GAO Detailee, Health; Chris Sarley, Policy Coordinator, 
Environment & Economy; Macey Sevcik, Press Assistant; Adrianna 
Simonelli, Legislative Clerk; Heidi Stirrup, Health Policy Coordi- 
nator; Ziky Ababiya, Minority Policy Analyst; Jeff Carroll, Minority 
Staff Director; Eric Elamm, Minority EDA Detailee; Tiffany 
Guarascio, Minority Deputy Staff Director and Chief Health Advi- 
sor; and Arielle Woronoff, Minority Health Counsel. 

OPENING STATEMENT OF HON. JOSEPH R. PITTS, A REP- 
RESENTATIVE IN CONGRESS FROM THE COMMONWEALTH 

OF PENNSYLVANIA 

Mr. Pitts. Good morning, ladies and gentlemen. 

The subcommittee will come to order. 

The chair will recognize himself for an opening statement. 

I would like to welcome everyone to the first Health Sub- 
committee hearing of the 114th Congress and officially welcome our 
new members on both sides. On our side, we have Larry Bucshon, 
Susan Brooks, Chris Collins, and Billy Long, who is on the com- 
mittee, is now on the subcommittee. Health Subcommittee. So they 
will be a great addition. 

This subcommittee has made permanent repeal of the flawed 
Medicare sustainable growth rate formula, or SGR, a top priority 
for the last 4 years. In 2014, we reached a bipartisan, bicameral 
agreement on a replacement policy that enjoys widespread support 
both in Congress and among the stakeholder community. 

( 1 ) 
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With the current doc fix expiring in less than 2 months, at the 
end of March, we are faced with the best opportunity in a decade 
to permanently dispose of the SGR. We are committed to rising to 
meet this challenge. 

And now, with the policy agreed to, the question we face is how 
to responsibly pay for SGR reform in a manner that can pass both 
houses of Congress and be signed by the President. Coming up 
with approximately $140 billion in offsets will not be easy, but it 
is a task we must embrace. 

Some argue that SGR reform does not need to be paid for. I re- 
spectfully disagree. 

First, if Members are serious about seizing this historic moment 
to pass SGR reform, as a purely practical matter, for the bill to 
pass the House of Representatives and Senate it must include sen- 
sible offsets. For example, in recent years, the Senate already tried 
to pass a full repeal of the SGR under a Democratically controlled 
Senate. On October 21st, 2009, the Senate considered Senator 
Stabenow’s bill, S. 1776, and that bill failed on a 47-to-53 vote even 
though there were 60 Democratic votes in the Senate. 

Second, the American people expect Congress to live within our 
means. The American people expect Congress to reduce the debt 
and prioritize spending. It is our responsible to lead accordingly. 

Third, not paying for SGR reform would ignore past precedent 
from Congress, whether it was controlled by Democrats or Repub- 
licans. As the Center for a Responsible Federal Budget has noted, 
“Lawmakers deficit-financed the first doc fix back in 2003 but since 
then have offset 120 out of the 123 months of doc fixes with equiva- 
lent savings. That is 98 percent.” 

So today we are here to take the next step in our process, dis- 
cussing a range of commonsense Medicare policies which can im- 
prove, modernize, and strengthen Medicare. Most of the policies we 
will be discussing have been endorsed by Members of both political 
parties, included in the President’s Fiscal Commission rec- 
ommendations or included in one of the President’s budgets sub- 
mitted to Congress. 

As we move forward to get SGR reform across the finish line, we 
look forward to be discussing these and other options with the mi- 
nority and the Members in the Senate. 

And we are very happy to have with us today some extremely 
well-respected thought leaders who have demonstrated they are se- 
rious about helping save and strengthen Medicare and doing so in 
a bipartisan manner. 

So I welcome all of our witnesses. We look forward to hearing 
your testimony. 

[The prepared statement of Mr. Pitts follows:] 

Prepared statement of Hon. Joseph R. Pitts 

The Subcommittee will come to order. 

The Chair will recognize himself for an opening statement. 

I would like to welcome everyone to the first Health Subcommittee hearing of the 
114th Congress and officially welcome our new members. 

This Subcommittee has made permanent repeal of the flawed Medicare Sustain- 
able Growth Rate formula, or SGR, a top priority for the last four years. In 2014, 
we reached a bipartisan, bicameral agreement on a replacement policy that enjoys 
widespread support both in Congress and among the stakeholder community. 
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With the current “doc fix” expiring in less than 2 months, at the end of March, 
we are faced with the best opportunity in a decade to permanently dispose of the 
SGR. We are committed to rising to meet this challenge. 

Now with the policy agreed to, the question we face is how to responsibly pay for 
SGR reform in a manner that can pass both Houses of Congress and be signed by 
the President. 

Coming up with approximately $140 billion in offsets will not be easy, but it is 
a task we must embrace. 

Some argue that SGR reform does not need to paid for. I respectfully disagree. 

First, if members are serious about seizing this historic moment to pass SGR re- 
form, as a purely practical matter, for the bill to pass the House of Representatives 
and Senate, it must include sensible offsets. 

For example, in recent years, the Senate already tried to pass a full repeal of the 
SGR under a Democratically-controlled Senate. On October 21, 2009, the Senate 

considered Senator Stabenow’s bill, S. 1776. That bill failed on a 47 to 53 vote 

even though there were 60 Democratic votes in the Senate. ^ 

Second, the American people expect Congress to live within our means. The Amer- 
ican people expect Congress to reduce the debt and prioritize spending. It’s our re- 
sponsibility to lead accordingly. 

Third, not paying for SGR reform would ignore past precedent from Congress 

whether it was controlled by Democrats or Republicans. As the Center for A Respon- 
sible Federal Budget has noted: “Lawmakers deficit-financed the first “doc fix” hack 
in 2003, but since then have offset 120 out of the 123 months of doc fixes with 
equivalent savings. That’s 98 percent.” 

So today we are here to take the next step in our process discussing a range 

of common-sense Medicare policies which can improve, modernize, and strengthen 
Medicare. Most of the policies we will be discussing have been endorsed by members 
of both political parties, included in the President’s Fiscal Commission recommenda- 
tions, or included in one of the President’s Budgets submitted to Congress. 

As we move forward to get SGR reform across the finish line, we look forward 
to be discussing these and other options with the minority and members in the Sen- 
ate. 

We are very happy to have with us today some extremely well-respected thought 
leaders, who have demonstrated they are serious about helping save and strengthen 
Medicare-and doing so in a bipartisan manner. I welcome of all our witnesses. We 
look forward to your testimony. 

Mr. Pitts. And I yield the remainder of my time to our new vice 
chair, the gentleman from Kentucky, Mr. Guthrie. 

Mr. Guthrie. Thank you, Mr. Chairman. 

And I appreciate you holding this hearing and the opportunity to 
discuss the SGR, a critical issue for our Nation’s seniors. And since 
coming to Congress, I have heard repeatedly from Kentuckians 
that solving the SGR permanently is essential for beneficiaries to 
have continued access to the care they rely on. 

I am proud of the work this committee has done over the past 
few years to get to this point. We have a bipartisan, bicameral re- 
placement proposal that will repeal the SGR and move forward 
with a new payment structure that focuses on quality and innova- 
tion. 

Unfortunately, the issue of how we offset the $140-billion price 
tag for SGR is still unresolved. We must continue to focus on find- 
ing ways to pay for the SGR proposal, and I want to specifically 
thank our panelists today and tomorrow who have put forward 
thoughtful proposals. 

I am hopeful this hearing will be the beginning of meaningful 
discussions and produce real bipartisan, commonsense solutions to 
the real SGR, reduce Medicare costs, and protect the beneficiaries. 

And to echo what the chairman said, we have a very distin- 
guished panel, very important thought leaders. 

And it is very much appreciated that you guys are here today. 

Thank you. 
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Mr. Pitts. The chair thanks the gentleman. 

I am now very pleased to recognize our new ranking member, the 
gentleman from Texas, Mr. Green. 

I look forward to a good session working together. 

Five minutes. 

OPENING STATEMENT OF HON. GENE GREEN, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS 

Mr. Green. Thank you, Mr. Chairman. 

And like you, we have some new members of our subcommittee. 
Congressman Lujan has been on our committee, full committee, but 
he is new to our subcommittee. And also new members to the full 
committee is Congressman Kurt Schrader from Oregon, who is new 
to the Energy and Commerce Committee and obviously new to the 
Health Subcommittee, and also Congressman Joe Kennedy from 
Massachusetts. 

Welcome, both of you, to the full committee and also to the 
Health Subcommittee. 

And, Ben Ray, you have been around a while. I am glad you are 
on Health now. So, appreciate it. 

Our other Members new to our Health Subcommittee and the 
committee: Tony Cardenas, who is not here right now but will be 
on the committee, and so will Doris Matsui and John Sarbanes, 
new members on the subcommittee. 

Thank you, Mr. Chairman, and thank our witnesses for being 
here today. 

Eliminating the sustainable growth rate, or the SCR, formula 
under Medicare will represent a major policy development. It is 
critically important that Congress institute a reasonable and re- 
sponsible payment policy for physicians and reward value over vol- 
ume. 

The repeal-and-replace legislation negotiated last Congress made 
a historic agreement between the House and Senate committees of 
jurisdiction. Together, a bipartisan bill was introduced to perma- 
nently repeal the SCR and replace it with a value-based system 
that provides stability for physicians and maintains beneficiary ac- 
cess. 

Since 2003, Congress has enacted 17 patches to delay cuts to 
Medicare physician payments derived from the flawed SCR for- 
mula. The total cost of these 17 patches has been $169.5 billion. 
This amount exceeds the current cost of the bipartisan repeal-and- 
replace legislation developed last Congress. The Congressional 
Budget Office projects an SCR fix will cost $144 billion over the 
next 10 years. 

Insisting SCR reform to be fully offset is a tough issue and a pol- 
icy my Republican colleagues frequently abandon when it is politi- 
cally convenient. Last week, the House passed a bill changing the 
definition of a full-time employee from 30 hours a week to 40 
hours. It added $53 billion to the Federal deficit over 10 years, but 
it was not paid for. And it passed the House. 

Responsible Federal spending is important; however, offsetting 
the cost of the SCR on the backs of the beneficiaries is unaccept- 
able. Seniors already pay their fair share of Medicare. Half of all 
beneficiaries live on less than $24,000 a year. On average, health 
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expenses account for 14 percent of Medicare-household budgets. 
That is nearly three times as much as non-Medicare households. 

Most of the proposals for Medicare savings would increase what 
is already a substantial burden on beneficiaries and increasing out- 
of-pocket costs and limiting access to services. 

It is important to note that the Medicare program is stronger 
than ever. The 2014 Medicare Trustees Report estimates that the 
Medicare Part A trust fund will now be solvent until 2030, 4 years 
longer than it was estimated in 2013. This is in part because of re- 
forms in the Affordable Care Act. 

Projected Federal spending for Medicare and Medicaid has fallen 
by almost $1 trillion since 2010. When compared to the Congres- 
sional Budget Office’s August 2010 and August 2014 baselines, 
Medicare spending this year will be about $1,200 lower per person 
than expected in 2010. 

Controlling costs alone without considering revenue is not a real- 
istic approach to Medicare solvency and putting our Nation’s sen- 
iors at risk. The flawed SGR formula has plagued our healthcare 
system for too long, but a fix in SGR that harms Medicare bene- 
ficiaries because of an insistence on offsets that reduce benefits and 
limit access is not an acceptable tradeoff. And I urge our colleagues 
to work together and enact a long-term, overdue SGR reform for 
our seniors. 

And, with that, Mr. Chairman, I would like to ask unanimous 
consent to place into the record a letter signed by 17 national non- 
profit agencies, a statement from Stand for Quality, and a letter 
from the American Federation of American Hospitals. I ask unani- 
mous consent to have that placed into the record. 

Mr. Pitts. Without objection, so ordered. 

[The information appears at the conclusion of the hearing.] 

Mr. Green. And, with that, I will yield the remainder of my time 
to our colleague Congressman Kennedy. 

Mr. Kennedy. Thank you to the ranking member for yielding 
briefly. 

Thank you to the chairman for calling the hearing, and thank 
you for letting me join you. It is an exciting day for me. So, glad 
to be here. 

Like most of my colleagues, I was hopeful that last year’s strong 
momentum to pass an SGR fix would result in bipartisan legisla- 
tion that meets the needs of both beneficiaries and workers and 
providers as well. I am even more hopeful that we can reach an 
agreement that doesn’t pass these costs to fix the system on to 
America’s seniors. 

Half of all the Medicare beneficiaries live on less than $23,500 
a year, and health expenses accounted for more than 14 percent of 
Medicare-household budgets in 2012. These numbers tell a star- 
tling story about the economic reality most seniors face. 

As we take up a renewed push to fix the SGR, let’s keep seniors 
at the forefront of this debate. They have earned their benefits. 
Now let’s make sure we can afford them. 

I also want to thank the witnesses for being here today. 

Senator, thank you for your service to your country. 

Mr. Pitts. The gentleman yields back. 
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The chair recognizes the chairman of the full committee, the gen- 
tleman Mr. Upton, for 5 minutes. 

OPENING STATEMENT OF HON. FRED UPTON, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF MICHIGAN 

Mr. Upton. Thank you, Mr. Pitts. 

This week’s hearing is indeed an important opportunity to dis- 
cuss bipartisan reforms to strengthen and improve the Medicare 
program while helping achieve the savings needed to pay for a per- 
manent solution to the flawed SGR. 

Last Congress, this committee, along with our colleagues at 
Ways and Means and Senate Finance, came to an agreement on 
policy to finally remove the uncertainty that has plagued seniors 
and their doctors for way too long. Still to be resolved was a path 
to pay for this important policy change. 

The experts here this week will help us explore some bipartisan 
proposals to both strengthen the Medicare program as a whole 
while also finally removing the threat of the SGR permanently. 

This is an historic opportunity. Securing a permanent solution to 
the SGR is more than tinkering with how we pay doctors who treat 
Medicare patients. This can also be Medicare reform. 

And while it is important to pay for the policy, I want to caution 
us about framing our discussions as one of merely budgets or bene- 
ficiaries. The truth is Medicare’s budget is out of control and the 
program is on the fast track to insolvency. That threatens the long- 
term access to care for millions of deserving seniors who depend on 
the program. That is not right. 

So the most pro-beneficiary reform that we can adopt this Con- 
gress are ones that will not only remove the threat of SGR but also 
shore up the Medicare program with sensible reforms that make 
the programs more sustainable for years, perhaps generations, to 
come. 

Failure to pass a permanent SGR before March would not be due 
to a lack of policy options but a failure of Congress to work to- 
gether on offsets with the same bipartisan spirit that we exhibited 
on the policy itself. This subcommittee has proven that it is indeed 
capable of working together, and I think that we are ready to do 
it again. I am absolutely committed to working with my colleagues 
on this committee and the House and the Senate to finally get it 
done. 

There is a path forward. It involves targeted reforms, which save 
money without cutting care. It involves a balance of pay-fors, which 
are bipartisan policies. And it involves a spirit of cooperation with 
sustained commitment. 

Seniors in my State and others and across the country deserve 
the peace of mind that their trusted doctor will be able to answer 
their calls for care. 

[The prepared statement of Hon. Fred Upton follows:] 

Prepared statement of Hon. Fred Upton 

This week’s hearing is an important opportunity to discuss bipartisan reforms to 
strengthen and improve the Medicare program while helping achieve the savings 
needed to pay for a permanent solution to the flawed Sustainable Growth Rate. Last 
Congress this committee, along with our colleagues at the Ways and Means Com- 
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mittee and Senate Finance Committee, came to an agreement on policy to finally 
remove the uncertainty that has plagued seniors and their doctors for too long. Still 
to be resolved was a path to pay for this important policy. 

The experts here this week will help us explore some bipartisan proposals to both 
strengthen the Medicare program as a whole while also finally removing the threat 
of the SGR permanently. 

This is an historic opportunity. Securing a permanent solution to the SGR is more 
than tinkering with how we pay doctors who treat Medicare patients. This can also 
be Medicare reform. 

And while it is important to pay for this policy, I want to caution us about fram- 
ing our discussions as one of merely budgets or beneficiaries. The truth is, Medi- 
care’s budget is out of control and the program is on the fast track to insolvency. 
That threatens the long-term access to care for millions of seniors who depend on 
the program. So the most pro-beneficiary reforms we can adopt this Congress are 
ones that will not only remove the threat of the SGR, but also shore up the Medi- 
care program with sensible reforms that make the program more sustainable for 
years to come. 

Failure to pass a permanent SGR solution before March would not be due to a 
lack of policy options, but a failure of Congress to work together on offsets with the 
same bipartisan spirit we exhibited on the policy. This subcommittee has proven it 
is capable of working together, and I think we’re ready to do it again. 

I am committed to working with my colleagues on the committee, in the House 
and in the Senate finally get this done. There is a path forward, and it involves tar- 
geted reforms which save money without cutting care; it involves a balance of pay- 
fors which are bipartisan policies; and it involves a spirit of cooperation with sus- 
tained commitment. Seniors in Michigan and across the country deserve the peace 
of mind that their trusted doctor will be able to answer their calls for care. 

The time is now. So let us begin. 

Mr. Upton. I yield the balance of my time to Dr. Burgess. 

Mr. Burgess. I thank the chairman for yielding. 

I thank Chairman Pitts for calling the hearing. 

Ranking Member Green, it is good to see you sitting at the top 
of the dais as well, sir. 

It is important that this is the first hearing of this subcommittee 
in this term of Congress. This committee continues on a bipartisan 
basis to demonstrate previously unparalleled leadership in our ef- 
forts to repeal the sustainable growth rate formula. The countless 
hours of negotiations that Members and staff have devoted to this 
issue over the past 2 years have produced the only bipartisan, bi- 
cameral, tri-committee agreement, and that occurred on February 
6th of last year. 

This work and I was proud to help the chairmen and the 

ranking members was embraced by organized medicine, bene- 

ficiary groups, and payers, producing over 750 letters of support. 

I want to thank the chairman for mentioning the votes that were 
taken in October and November of 2009. That was a particularly 
trying time for me. The Senate, of course, had the 60 votes, but 
they could not pass a repeal of the SGR. Then, in what really can 
only be marked as an episode of legislative futility, after it had 
failed in the Senate, Speaker Pelosi brought it up on the House 
side. Really solidifying my allegiance to the patron saints of lost 
causes, I was the only Republican vote for that bill that was 
brought forward in the House in November of 2009. But this is how 
strongly I feel about this issue. 

If you go to a Web site called MedPage Today, the Number One 
clicked-on article last year was “Get Me Out of Here: Doctors Look- 
ing to Get Out of Medicine.” And the SGR is the proximate cause 
for their dissatisfaction with the profession that they work so hard 
for and that they love so much. 
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So we have the bill, we have a draft, we are ready to go. All it 
takes is us agreeing to the offsets. It is hard work; I know it is dif- 
ficult work. But I know this committee, this subcommittee is up to 
the task. 

And I really would ask my colleagues on the other side of the 
dais, let’s work together, let’s get this done for the patients of 
America, for the seniors of America, and the physicians that take 
care of them. 

And I yield back. 

Mr. Pitts. The chair thanks the gentleman. 

At this time is pleased to recognize the former ranking member 
of the Health Subcommittee, now the ranking member of the full 
committee, Mr. Pallone, for 5 minutes. 

OPENING STATEMENT OF HON. FRANK PALLONE, JR., A REP- 
RESENTATIVE IN CONGRESS FROM THE STATE OF NEW JER- 
SEY 

Mr. Pallone. Thank you, Mr. Chairman. 

And I want to thank you for ensuring that the issue of a perma- 
nent solution to the SGR is at the forefront of this Congress’ agen- 
da. In addition, holding a hearing early in the session allows our 
new Members an opportunity to review both the policy and con- 
gressional background on the SGR. 

While I am very interested to hear from our two panels over the 

next 2 days, I strongly believe and I hope the chairman does 

too that after this hearing we should wait no longer to roll up 

our sleeves and get down to the work of ensuring the bipartisan, 
bicameral bill agreed to last year is enacted into law before the 
March 31st deadline. 

We all agree on the policy. We all agree that bill, the previous 
bill, is a good compromise. It also, most notably, has the support 
of both provider and beneficiary groups. 

The question that has plagued us, of course, is the offsets. And 
I believe that because the SGR is the result of a budget gimmick 
and we have already spent $169 billion paying to fix the problem, 
that offsets, especially those within our health programs, are not 
necessary. However, if we must include offsets, the war savings, 
which are known as the overseas contingency operations, or OCO, 
funds, could be used. 

I know some on the other side of the aisle do not share my view. 
What I hope is that we can agree first that SGR shouldn’t be paid 
for off the backs of beneficiaries. Beneficiaries will already pay for 
their share of the cost of SGR repeal through higher premiums, 
and half of all beneficiaries live on less than $23,500 per year. 

And, second, this is not the time or the place to introduce con- 
troversial Medicare structural reforms or changes. These proposals, 
like raising the eligibility age or raising the deductible or addi- 
tional means-testing, should not be considered in a vacuum and 
will become poison pills that will thwart the bipartisan progress 
that we have made on fixing the SGR problem. 

And, finally, if there is consensus that offsets are required here, 
then revenue should be on the table. It is shortsighted and arbi- 
trary to cut health programs simply because budget rules say so. 
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So I am hopeful that this is the year we can get the SGR done. 
If we do, it will he a bipartisan victory for Medicare, for physicians, 
and beneficiaries alike. 

Mr. Chairman, with the time left, I would like to split it, a 
minute or so to Representative Matsui and then the rest to Rep- 
resentative Schakowsky, if I can. 

Mr. Pitts. Without objection. 

Ms. Matsui? 

Ms. Matsui. Thank you very much. Ranking Member Pallone, for 
yielding me time today. 

We need to solve the SGR problem for our Medicare physicians 
and their patients, but we can’t do it by causing new problems for 
Medicare beneficiaries. In fact, we should be providing more sta- 
bility to seniors and people with disabilities by not subjecting the 
programs that they rely on to annual funding threats. 

This committee worked very hard last year with our colleagues 
on Ways and Means and Senate Finance to come up with a bipar- 
tisan, bicameral policy solution to the flawed SGR methodology. 
Now is the time that we should be having serious discussions about 
how to move this forward. We should not kick the can down the 
road once again. 

We need to move the system forward to reward value rather than 
volume, and we need to protect, strengthen, and expand Medicare 
and its programs. To do this, we need to make the so-called SGR 
extenders permanent. 

The QI program provides premium assistance, and Aging/Dis- 
ability Resource Centers provide no-wrong-door resources to the 
lowest-income beneficiaries. As a co-chair of the Seniors Task 
Force, I am acutely aware that more than half of Medicare bene- 
ficiaries live on incomes of $23,500 or less and cannot afford to pay 
more for their health care. 

We owe it to our doctors and their patients to provide this much- 
needed stability in the Medicare program. 

I yield back. 

Mr. Pallone. I yield to Ms. Schakowsky. 

Ms. Schakowsky. Thank you. 

I am also the co-chair of the Seniors Task Force of the Demo- 
cratic Caucus, and I am concerned because Medicare beneficiaries 
currently find themselves in an all-too-familiar situation, worrying 
that they could lose their doctors if Congress doesn’t reach an 
agreement on the doc fix. 

And we do have an opportunity to end these worries forever. The 
Democrats, as Dr. Burgess, when we were in charge, pointed out, 
actually did that, a permanent repeal of the SGR. Passing the bi- 
partisan, bicameral proposal would repeal the SGR formula and 
continue Medicare’s transformation into a program that pays for 
quality, not volume. 

In passing the legislation, though, we should follow the precedent 
set by Republicans, who consistently pass healthcare legislation 
without offsets. Just earlier this month, the Republicans passed a 
bill to redefine “full-time” under Obamacare that cost $53 billion 
without offsets. 

If we must include offsets, then we must not cut benefits or ask 
beneficiaries to pay more. Let me just say that doing so would ex- 
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change beneficiaries’ worries that their doctors will leave Medicare 
for worries that they can no longer afford to see their doctor under 
Medicare. 

I yield back. 

Mr. Pitts. The chair thanks the gentlelady. 

That concludes the opening statements of the Members. As al- 
ways, any written opening statements of Members will be made a 
part of the record. 

Mr. Pitts. We have two panels one today, one tomorrow 

on this issue. 

And before I introduce the panelists, I have a UC request to 
enter into the record comments of the American College of Clinical 
Pharmacy. Without objection, we will put that in the record. 

So ordered. 

[The information appears at the conclusion of the hearing.] 

Mr. Pitts. On our panel today we have three witnesses: Joe 

Lieberman, highly respected former U.S. Senator welcome, 

Joe Dr. Alice Rivlin, Co-chair of the Delivery System Reform 

Initiative, Bipartisan Policy Center, and dDings Institution 1 

might add, former 0MB Director under President Clinton and Vice 

Chair of the Federal Reserve and, finally. Dr. Marilyn Moon, 

Institute Fellow at the American Institutes for Research. 

Welcome. Thank you for coming. You will each be given 5 min- 
utes to summarize your testimony. Your written testimony will be 
placed into the record. 

Senator Lieberman, we will start with you. You are recognized 
for 5 minutes for your summary. 

STATEMENTS OF JOSEPH I. LIEBERMAN, FORMER UNITED 
STATES SENATOR; ALICE RIVLIN, PH.D., CO-CHAIR, DELIV- 
ERY SYSTEM REFORM INITIATIVE, BIPARTISAN POLICY CEN- 
TER, AND DIRECTOR, ENGELBERG CENTER FOR HEALTH 
CARE REFORM, BROOKINGS INSTITUTION; AND MARILYN 
MOON, PH.D., INSTITUTE FELLOW, AMERICAN INSTITUTES 
FOR RESEARCH 

STATEMENT OF JOSEPH I. LIEBERMAN 

Mr. Lieberman. Thanks, Chairman Pitts and Ranking Member 
Green, members of the committee. It is an honor to be asked to tes- 
tify before you. 

I must say that, a day ago, I got a call in my office from a re- 
porter for a trade publication, and the essential question was, to 
my executive assistant, why is Senator Lieberman testifying about 
the SGR problem? 

So the answer is that there is a staff member of the full com- 
mittee, Josh Trent, who used to work for Senator Tom Coburn. And 
in 2011 Dr. Coburn and I spent a lot of time working together to 
try to come up with a bipartisan program to save Medicare and to 
reduce the national debt, and, after a lot of work, we did. And I 
hope that I can bring some of that experience to bear on what you 
are facing now. 

Let me try to put it in this quick context of this morning’s news. 
The President said last night in the State of the Union that the 
shadow of crisis has passed. And I would say, generally speaking. 
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insofar as the deep recession we were in, the economic crisis, the 
shadow has passed. But there are other very, very deep, dark shad- 
ows over our future that have not passed, one of which is, obvi- 
ously, our continuing-to-grow national debt. 

When Senator Coburn and I introduced our Medicare reform 
plan in 2011, the national debt was just at about a little over $14 
trillion. It is 3 years later; we are now over $18 trillion. And this 
is really unsustainable. It is sustainable only at the risk of putting 
a terrible burden of taxation on our children and grandchildren or 
forcing really unacceptable cuts in spending in Federal programs. 

The other crisis that has not passed relates to Medicare, which 
also is a big cause of the growing national debt. And the trustees 
of Medicare continue to say, just to make it as specific as I can, 

that Part A, the hospital insurance program, could be insolvent 

which is to say, unable to pay the benefits due to seniors as 

early as 2021 and maybe, under the best of circumstances, as late 
at 2030. So there is a real problem. 

The second thing I want to say is thank you. I mean, beginning 
in this subcommittee, working with colleagues on other subcommit- 
tees in the House and Senate and both parties, you have done 
something that has been really generally unheralded in a time 
when Congress has been so gridlocked and unproductive: You have 
come up with not a fix, but a solution, a replacement, a reform of 
the sustainable growth rate formula for physician reimbursement, 
which hasn’t worked. And now the question is, how do you pay for 
it? 

Let me just say in passing, as others who have spoken have, as 
a Member of the Senate, certainly the public following this, cer- 
tainly doctors, the SGR was a perpetual recurring crisis, a process 
crisis. People would use the need to fix it to attach all sorts of con- 
ditions to it and the rest. 

But there are two positive notes out of that suffering that we all 
went through. One is, as you have said, that in almost all the 
cases, 98 percent, the cost of the fix was offset. The second, to me, 

encouraging reality was that, generally speaking well, let me 

put it this way: that the most significant Medicare reforms that 
have passed in the last decade were passed to finance fixes for 
SGR. 

So I would say first that I hope that you offset the cost of the 
solution, the repeal, the reform that you have come up with, be- 
cause otherwise you are going to increase the national debt. That 
shadow is over our future. 

The second thing is to say that I hope you build on this hidden 
story of offsetting your repeal and reform of SGR, replacing it, as 
predecessor Congresses have, by using it as an opportunity to re- 
form some elements of Medicare. 

And, obviously, I am happy to answer questions in the next sec- 
tion of the hearing, but I offer the work that Dr. Coburn and I did 
as an example. You don’t fix the Medicare problem by making ev- 
erybody happy, but the main thing you can do is to sustain this in- 
credibly important, humane program for the long term. 

Dr. Coburn and I negotiated back and forth, and we did some 
things that are not popular with everybody. We replaced Medicare’s 
current complicated cost-sharing requirements with a unified an- 
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nual deductible of $550. But we also created an out-of-pocket max- 
imum of $7,500 so every Medicare recipient would have a cap on 
annual medical costs to protect them from financial hardship or 
bankruptcy. 

The Fiscal Commission, the President’s commission, estimated 
that that kind of restructuring, along with the Medigap reform that 
we included, would save $130 billion over 10 years. The total sav- 
ings estimated by the Centers for Medicare and Medicaid and the 
President’s Fiscal Commission and CBO were somewhere in the 
$500 billion to $600 billion range over the next decade. And, star- 
tlingly, because this is big numbers, over the long term, our pro- 
posal would have reduced the unfunded liabilities of Medicare by 
$10 trillion because it just continues to grow. 

We did reform Medigap to increase consumer utilization in a way 
that makes the system work better. We did recommend raising the 
eligibility age. We did it, incidentally, in what I thought was a very 
genuine compromise by Dr. Coburn, who opposed the Affordable 
Care Act, by referring to the Affordable Care Act and saying, at 
every point that we raise by 2 months the age of eligibility for 
Medicare, the eligibility for access under the Affordable Care Act 
also goes up 2 months. So you are giving people essentially a floor 
or an alternative to what they have now. 

The bottom line here is that this must be done and it can be 
done. And if you and your colleagues in both parties, both houses 

can get together with that same spirit as and Dr. Coburn and 

I always used to say, when people from different interest groups 
would come, as they have and will to you, and say, “You can’t do 
this,” we would always say to ourselves, privately of course, Tom, 
Joe, we have to think of our grandchildren. In other words, is 
Medicare going to be around for our grandchildren? And is the 
country going to be cutting back the debt so that they are not pay- 
ing unreasonable parts of their income in Federal taxes or losing 
some of the basic benefits that government gives? Because our suc- 
cessors in Congress will have no choice but to cut Federal spending 
in discretionary programs to sustain Medicare. 

Bottom line, you have heard before, is that the only way to save 
Medicare is to change it, to reform it. And I think this is a com- 
mittee where that can begin, and, ironically, the SGR repeal can 
be the occasion for doing that. I think you have the opportunity to 
confound the skeptics who don’t believe this Congress can do that. 

Neither Democrats nor Republicans nor the administration will 
get all of what anybody wants in a final bill, if you get to a final 
bill, but you will get something much more important, which is a 
solution to a big problem, a real problem. And that, I think, is what 
the American people want of this Congress more than anything 
else. 

Thank you very much. 

[The prepared statement of Mr. Lieberman follows:] 
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Testimony of the Honorable Joseph 1. Lieberman 
House Committee on Energy and Commerce 
Health Subcommittee 
Wednesday, January 21, 2015 

Good morning. Chairman Pitts, Ranking Member Pallone, and members of 
the Committee. Thank you for the opportunity to testily before this committee on 
the issue of Medicare’s physician reimbursement formula known as the 
Sustainable Growth Rate, or “SGR.” 

The Committee is here today to start taking what we all hope will be the 
final steps in Congress repealing the broken payment formula, the SGR. The 
members of this committee deserve a lot credit for working last Congress with 
their colleagues on other committees here in the House, and in the Senate, to forge 
a bipartisan bill to finally scrap the SGR and lay a foundation for better payment 
formulas to replace it. As someone who was perennially plagued by the SGR 
when I was in the Senate, my hat is off to members on both sides of the aisle, on 
both sides of the Hill, who rolled up their sleeves and achieved consensus on the 
bill to repeal the SGR. 

We know too well the problem with the SGR. Created back in 1997 by 
Congress, the aim of the payment formula may have been laudable: to curb federal 
spending by restraining the growth of Medicare’s reimbursements to physicians. 
Unfortunately, the crude budget cap did little to incentivize efficient provider or 
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patient behaviors. So, since 2002, Congress has routinely intervened to prevent 
cuts scheduled under the law, passing so-called “doc-fix” legislation, so physicians 
who provide care for Medicare beneficiaries continue to receive adequate 
reimbursement. Without repeated Congressional intervention, Medicare 
reimbursements would be dramatically reduced, threatening the quality and 
breadth of millions of seniors’ access to care. 

Today marks a critical juncture in the work of this Committee to pass SGR 
reform legislation. There has been bipartisan, bicameral agreement on the SGR 
policy. Now Congress must decide how to address the issue of the approximately 
$140 billion price tag of the legislation. 

As is usual, there are a range of opinions in Congress on this issue. Some in 
Congress do not believe the estimated $140 billion cost of the bill needs to be 
offset. The SGR cost is just “funny money,” so the argument goes — bad math due 
to years of temporary patches. 

However, 1 find it interesting to note that, according to an analysis by the 
Center for a Responsible Federal Budget (CRFB), since 2004, Congress has offset 
120 out of the 123 months of doc fixes with equivalent savings — 98 percent of the 
time. As CFRB says, “even ignoring the couple times small gimmicks were used, 
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policymakers still paid for these delays 95 percent of the time - with almost all of 
those savings coming from health care programs.”' 

More importantly, according to the Congressional Budget Office, if the SGR 
bill is not offset, it will increase the nation’s deficit. And while there are a lot of 
issues Congress may disagree on, we should be able to agree that we cannot keep 
spending money we don’t have while charging growing debts to our national credit 
card. 

Today our national debt stands at $18 trillion. The Congressional Budget 
Office has warned that continued deficit spending could eventually lead to reduced 
economic output, reduced household incomes, reduced discretionary spending on 
other important priorities, and even increase the chance of another sudden fiscal 
crisis.^ 

So now members of this Committee need to finish their work by figuring out 
how to pay for the SGR bill. I know discussions over offsets can sometimes be 
tense. During my service in the U.S. Senate, I certainly disagreed -with members 
of both parties — on any number of “pay-fors” over time. 

So, in the spirit of being constructive and supportive of Congress’ work on 
the SGR, I am here today to offer my perspective on policies that could be adopted 

’ http..'/crfb.org/blogs/actuailv-st;f-lias-slQwed-heailh-care-cost-gro\vlh 
' https:/Vwww.cbo.gov.^sitgs/defaiilt.‘files.^4547i -Lonp-TermBudpelOu tlo ok 7 -2 9 pdf 
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as a possible path forward. These ideas are based on a Medicare proposal I 
introduced in the summer of 201 1 with former U.S. Senator Tom Cobum. 

As I have reviewed the bipartisan, bicameral agreement on SGR reform, I 
find that it adopts some new policies that are consistent some of our thinking 
behind the Lieberman-Cobum Medicare reform plan. While our proposal did not 
permanently scrap the SGR, it did allocate savings to provide a three-year “bridge” 
toward a new payment models. At the time we said three years was enough time 
for Congress to develop proposals to replace the SGR. Little did we realize how 
accurate that estimation would be at the time. So, while the policies Tom Cobum 
and 1 outlined could provide some of savings necessary to pay for the SGR reform, 
the SGR reform agreement could also serve as a platform from which to move 
naturally to larger Medicare reform that will strengthen the program for years to 
come. 

There are a lot of issues that Tom Cobum and I disagreed on; but there are 
two bigger things we agreed on that brought us together. First, we both loved our 
country and saw that it was heading over a fiscal cliff unless people like us came 
together to get our government’s books back in balance. Second, we both loved 
our children and grandchildren and didn’t want to leave our country' to them in 
such an economic mess that they would not have the same opportunities we had, 
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growing up in America. So Senator Cobum and I put forward a proposal which 
would have preserved Medicare for current and future seniors. 

One reason we offered a package of Medicare reforms was that the biggest 
stmctural drivers of our national debt are entitlements, including Medicare. In FY 
2015, gross spending on Medicare totaled $605.9 billion as Medicare provided 
coverage to 55 million individuals who are 65 or older, disabled, or have end-stage 
renal disease.'^ According to CBO, Medicare’s spending will continue to climb 
over the coming decade — totaling well over $1 trillion ju.st in 2024 — ^while the 
number of Baby Boomers enrolled swells by a third."' At the same time, each 
Medicare beneficiary will, on the average, take almost three times more out in 
Medicare benefits than they put in to the system in payroll taxes and premiums.’ 

If we do nothing. Medicare’s continued mandatory spending will consume 
more and more general revenue, as Parts B and D (doctor’s services and 
prescription drugs) will continue to drain increasingly large and unacceptable 
amounts from our federal treasury', adding to our already-enormous debt. This will 
also crowd out federal spending on important discretionary' programs. And at some 
point in the next decade, Medicare’s Hospital Insurance Trust Fund will be 
insolvent. Each year, the actual date of anticipated of the HI Trust Fund’s 

^ hUp:,'’'/vvww.hhs.aov/budget/fv20]5,'’fv-20 15-budget-m-bnef.pdf 
^ hHi)://www.cbo.gov/sites,''defaiiit/files/cbofi!es/aHachmenls^'44205-20I4-04-Medicare.pdf 

^ http://\vww.vvashinetonoost.com/wp-dvn/content'article/201 |f0I/Q2/AR20l 1010203213 html. htlD://w\v\v.tirban.Qrg.''UplQadedPDF/4 12945- 
Sociai-Securitv-and-Medicare-Taxes-and-Benefits-over-a-Lifetime pdf 
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insolvency moves slightly closer or farther away, as the models used by CBO and 
the Office of the Actuary at the Centers for Medicare and Medicaid Services 
(CMS) are very sensitive to small changes in the baseline or in base assumptions. 
But arguing about when Medicare’s trust fund is going to be insolvent is a little 
like arguing over the speed of an oncoming tidal wave — speed is relevant, but it’s 
the scope and direction of the problem that determines the outcome. That’s why 
the status quo in Medicare cannot continue. 

Therefore, Medicare reforms are not only important, they are necessary and 
lead to two tough but unavoidable conclusions. First, we can’t balance our budget 
without dealing with mandatory spending programs like Medicare. Second, we 
can only save Medicare if we change it. The status quo is unsustainable. 

So I offer some specific ideas from our proposal which can help pay for the 
costs of this needed change to Medicare - fixing the broken SGR formula. I should 
stress that, while Senator Coburn and I offered our proposal as a coherent whole, 
our blueprint includes a number of policies and reforms which Congress could 
chose to adopt and modify to help pay for the SGR bill. Our proposal asked just 
about everyone to give something to help preserve Medicare. But the effects were 
significant. According to the Office of the Actuary at CMS, the reforms we 
proposed could save Medicare more than $535 billion and extend the solvency of 
Medicare for the foreseeable future. 
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Benefit Modernization. The Medicare benefit structure has long been 
criticized for being too complex and for promoting overutilization, which wastes 
taxpayers’ money. Within the current Medicare system, cost-sharing such as 
copays and deductibles vary significantly depending on the type of service 
provided. Building on a recommendation from the President’s fiscal commission, 
our proposal would streamline Medicare into a single combined annual deductible 
of $550 for both Part A and B services. Streamlining the deductibles would make it 
easier for seniors to navigate Medicare while also directly reducing overutilization. 

The proposal would also add an annual “out-of-pocket maximum” of $7,500 
so that each Medicare recipient would have a cap on annual medical costs to 
protect them from financial hardship or bankruptcy in the event of a major illness. 
Medicare enrollees do not have this protection now. That means that, if our 
proposal were adopted, for the first time in history, seniors would be protected 
from paying more than $7,500 out of their pockets for health care in any one year 
because of a serious medical crisis or long term illness. This maximum out-of- 
pocket protection is the reason most Americans buy health insurance - so they are 
protected against the financial costs of a devastating illness or disease. Yet, it’s a 
shame that basic Medicare does not offer seniors this peace of mind. There’s no 
reason Congress shouldn’t change that. 
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Medigap Reforms. Today, roughly one in five Medicare enrollees obtain 
supplemental coverage known as a “Medigap” policy to pay deductibles and 
copays. Most seniors buy these policies because of the lack of maximum out-of- 
pocket protection I mentioned previously. Because Medigap plans cover all of the 
“gaps” in an enrollee’s Medicare coverage, policyholders use up to 25% more 
services than Medicare participants who have no supplemental coverage, even 
though numerous studies have indicated that this increase in utilization does not 
lead to better health care outcomes.® And because enrollees are only liable for a 
small portion of this increase in utilization, it is taxpayers - through Medicare costs 
- and not Medigap insurers who bear most of the costs that result from the 
increased utilization. Federal costs for Medicare could be reduced significantly if 
Medigap plans were restructured so that policyholders faced minimal cost-sharing 
for all Medicare services. So, similar to the recommendation from the President’s 
fiscal commission, our proposal would bar Medigap policies from paying any of 
the first $550 of an enrollee’s cost-sharing liabilities and would limit coverage to 
half of the remaining coinsurance up to the newly created $7,500 max out-of- 
pocket.’ 

Let me address some objections I have heard to this particular policy. Some 
worry that changing Medigap plan offerings removes a choice from beneficiaries. 

Sample literature: hItPs://www.fas.ore/sep/crs/inisc/R42745.Ddf . hUD://www.gao gov/'oroducis/G AQ-1 3-8 ! 1 
’ Citing original Liebennan-Cobum l■^ate^iajs, 
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Actually, by modernizing the Medicare benefit. Congress would be giving seniors 
a better choice in traditional Medicare. Others worry about how such changes 
would impact lower-income beneficiaries. They say that changing first-dollar cost- 
sharing could harm low-income beneficiaries by allowing them to face greater 
cost-sharing. However, as mentioned, in addition to the low-income protections 
that eligible seniors would enjoy, all seniors in traditional Medicare would benefit 
from more predictable and transparent cost-sharing. Because they would have a 
maximum out-of-pocket protection, they would not need to buy an expensive 
Medigap policy to enjoy peace of mind and financial stability. In fact, a 201 1 
Kaiser Family Foundation analysis released after our proposal was introduced 
found that Medigap reforms similar to ours would have a profound effect on 
seniors’ pocketbooks in a positive way.* Kaiser estimated that roughly four out of 
five seniors would save money with Medigap reforms, and some seniors would 
save more than $1,000 a year from this change. I'd challenge anyone to come up 
with a policy which saves the Medicare program and also reduces costs for 80% of 
seniors! Moreover, the study also found that even if insurers did not pass the full 
amount of savings directly to seniors, or if seniors didn’t make notable behavioral 
changes, the policy would still substantially save seniors and the program money. 


** hftp:/Vkff.org.'medic3re/repori/po!en{iai-effects-of*medigap-reforms 
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Increasing Income-Related Premiums. Our proposal required higher income 
Americans to pay more for their share of Medicare Parts A, B and D. For 
Medicare Parts B and D, we asked the wealthiest Americans to pay 100 percent of 
premium cost. I do not believe tax dollars should be used to pay premiums for 
those who can afford to pay on their own. For example, according to data the 
Social Security Administration shared with Dr. Cobum, there are more than 60,000 
seniors enrolled in Medicare with annual income at or above $1 million. With 
Medicare facing a financial crisis, why should we subsidize their premiums? Our 
policy would allow the wealthiest seniors to remain in the program, but they would 
be responsible for the full share of their premiums. 

Eligibility Age. The eligibility age for Medicare benefits is 65, although certain 
people qualify for coverage earlier because of disability. Since the creation of the 
Medicare program in 1965, life expectancy and the average length of time that 
people are covered by Medicare has risen dramatically. According to the Centers 
for Disease Control, when Medicare was passed in 1965, the average lifespan for 
Americans was 70.2. In 2006, the average lifespan for Americans was 77.7 - an 
increase of 10.6%.^ This increase in the length of time an enrollee may be covered 
by Medicare has significantly raised the costs of the overall program. Our proposal 
would increase the eligibility age for Medicare over a 12 year period from 65 to 67 

' Citing original Liebemtan-Cobum materials. 
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to reflect gains in life expectancy, which has increased since 1965, from about 70 
to just under 78 now. Under our plan, as the eligibility age increased two months 
each year, so too would the access to the exchanges created under the ACA. The 
eventual eligibility age of 77 has been viewed by some as a radical change to 
Medicare. But the greatest threat to Medicare is not reform; it's the status quo, I 
also find it interesting that some critics disparage moving the age to 77, even 
though that would mirror the eligibility age of Social Security, A survey from 
Gallup last year found that one in four seniors over age 65 are still employed.'® A 
similar survey in 2013 found that folly three-quarters of workers anticipate 
working past the retirement age." Importantly, adopting this particular reform 
would not change the benefit for a single senior - but it could help save the 
program for the millions of seniors to come. 

Aligning Premiums With Value. Medicare Part B allows seniors to purchase 
insurance coverage for physicians’ and other outpatient services for a set monthly 
premium. When the program began in 1966, the premium was intended to finance 
50% of Part B costs per aged enrollee with the remainder funded by the federal 
government. President Lyndon .lohnson noted this 50/50 cost share in his speech 
when he signed Medicare into law saying, “And under a separate plan, when you 
are 65 you may be covered for medical and surgical fees whether you are in or out 

http://www-ealluD.com/poil/165470/end.recession-seniors-workfQrce.aspx 
“ http://www-galluD.com/poii/162758/three-four-workefs-plan-work-past-retirement-age.aspx 
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of the hospital. You will pay $3 per month after you are 65 and your Government 
w'ill contribute an equal amount.”'^ 

Subsequent legislation has reduced that share and premium collections fell to 
less than 25% of program revenues in the early 1990s. The Balanced Budget Act of 
1997 permanently set the Part B premium at about 25% of Part B costs per aged 
enrollee. General revenues still fund the remaining 75% of Medicare Part B, which 
puts enormous pressure on the federal budget year over year. In 201 1 , the majority 
of Medicare enrollees paid a premium of $96.40 per month. 

Our proposal would raise the basic Part B premium for all enrollees by 2% of 
program costs every year for five years until the premium level enrollees paid 
reached a minimum level of 35% of the program’s cost in 2019. The dollar amount 
of the monthly premium increase per year would be, on average, approximately 
Just $15-20 a month. While this particular reform may be seen as a non-starter for 
some, this policy could easily be modified so that only new beneficiaries enrolling 
in the program would face higher premiums. 

1 know the conventional wisdom suggests that Congress will never change 
Medicare premiums or cost-sharing until the program’s financial status is in a 
much more dire state. But I believe there is a small cluster of benefit modernization 
reforms and premium changes which are not only sound policy; I believe these 


” httD://www.lbilifa. utexas.edu/iohnson/3rchives.hom/speeches.hom/650730.aso 
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policies can improve the basic Medicare benefit for millions of Americans. I also 
think a number of reforms in this area win bipartisan support. The President’s 
fiscal commission endorsed similar reforms.'^ For example, in his FY 2015 
Budget, President Obama endorsed policies which would: 

• Increase income-related premium under Medicare Parts B and D, and; 

• Modify Part B deductible for new enrollees, and; 

• Introduce a Part B premium surcharge for new enrollees who purchase 
near first-dollar Medigap coverage.''' 

Now I encourage members of this Committee to build on the good bipartisan 
foundation they laid by continuing to work with their colleagues in exploring a 
range of policies in this area. I realize that some provisions will make some group 
of people unhappy and provide targets to attack. But as we have discussed: the 
SGR status quo is broken, and the overall status quo in Medicare will lead to 
insolvency and fiscal turmoil for the federal budget. The most compassionate thing 
members can do is act now to fix SGR and adopt some common-sense reforms - 
not punt on these issues to another Congress for another day. As a former 
legislator, I realize that adopting reform policies will require courage and 
cooperation. But these reforms not only strengthen the Medicare program and 
improve the benefit by making it more fair and predictable, they can be modified 

' ■ httD:/7www.fiscaicoiTimission.gov/5ites/fiscaicomm!ssion gov’'files/document&'TheM<>mentofrrmh12 I 2010. pdf 
htt ps://vvwvv.cbo-gov/sites,''defauit/fiies/45250-Health Programs Proposals ndf 
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and adjusted as needed, as members seek to build a balanced package of reforms to 
offset the SGR. So if there is a failure to agree on policies as offsets and pay for 
SGR reform, it will not be a failure of policy options or lack of needed analysis; it 
would be a failure of bipartisan will to succeed. 

In closing, let us reflect on the fact that the Medicare program will turn 50 
years-old this summer. This critical program has provided needed health care to 
millions of Americans over the past five decades. But Congress needs to act now to 
adopt targeted policies - like fixing the SGR and paying for it with solid reforms — 
if the program is going to be strengthened and sustained for the next 50 years. 
Medicare’s financing problems didn’t emerge overnight, and they won’t be fixed 
in a single bill. But the SGR reform bill presents members of the committee and 
members of this Congress with a truly historic opportunity to take a solid step 
forward in fixing Medicare’s larger financing problems w hile eliminating the “doc- 
fix.” 

I realize reform-minded members arc facing entrenched conventional wisdom 
betting that Congress and the President won’t be able to reach an agreement, and 
will be forced to temporarily patch the program later this spring. But there’s no 
reason Congress and the president can’t prove the cynics wrong. You have already 
proven it’s possible to forge a bipartisan agreement to solve the SGR problem. 

Now what is needed is a willingness to sit down and work together in coming 


15 



28 


weeks to agree to offsets which can pass both chambers of Congress. Neither 
Democrats, nor Republicans, nor the Administration might get exactly what they 
want in a final bill. But working together, you can show the American people that 
it is possible to tackle big problems while adopting meaningful solutions that get 
our government’s books more in balance and strengthen the Medicare program. 


16 



29 


Mr. Pitts. The chair thanks the gentleman and now recognizes 
Dr. Rivlin, 5 minutes, for summary of her testimony. 

STATEMENT OF ALICE RIVLIN, PH.D. 

Ms. Rivlin. Thank you, Mr. Chairman. 

I, too, am delighted that this committee is holding this hearing. 
I think you have a historic opportunity to do two things at once: 
You can replace the Medicare sustainable growth rate and halt this 
unfortunate budgetary practice of kicking it down the road every 
year, and at the same time you can begin phasing in new payment 
incentives that will nudge Medicare and, indeed, I believe, the 
whole health system toward high-quality, more cost-effective deliv- 
ery of care. 

I would like to make four brief points. 

First, the point you have made yourself and others have made, 
the SGR should be fixed permanently. This formula, with its pend- 
ing 20 percent or thereabouts cut in Medicare physician fee sched- 
ule payments, just creates unnecessary uncertainty for doctors and 
their patients. Keeping the formula in the law but postponing its 
impact every year just makes our legislative process look ridicu- 
lous. 

Second, replacing the SGR can advance payment reform. It can 
move the healthcare delivery system away from fee-for-service, 
which is still very prevalent in Medicare, which rewards volume 
rather than value, and move it toward higher quality and less 
waste. And that is good for everybody, especially beneficiaries of 
Medicare. 

Now, the tri-committee bill that you have spoken of. Dr. Burgess’ 
authored bill, is a very promising approach and does just that. It 
proposes that future Medicare payment rate updates for physician 
fee schedule providers be contingent on participation in alternative 
payment mechanisms beginning in 2023. 

This bill is a good foundation, but we and many others think it 
could be strengthened. My colleagues at the Bipartisan Policy Cen- 
ter are releasing two papers today, which I believe you all have, 
which recommend accelerating the introduction of higher payments 
for providers that participate in alternative payment mechanisms 
from 2023 to 2018 you don’t need to wait that long and ap- 

plying the incentives to all Medicare providers. 

Other recommendations involve other alternative payment mech- 
anisms and, particularly, strengthening accountable care organiza- 
tions and relating the updates to the amount of risk that they are 
willing to take on. 

These changes could alleviate many of the challenges that pro- 
viders are struggling with today as they work to implement new 
models of care. 

Now, payment reform is still a work in progress, with many de- 
tails to be developed. Nevertheless, Congress can develop, at this 
point, a roadmap that will give providers more certainty that it is 
worth investing in the infrastructure necessary to develop alter- 
native payment mechanisms and that the future of healthcare de- 
livery is rooted in shifting to new models of care. These types of 
reform, I believe, have the most potential to deliver on the promise 
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of improved healthcare delivery that should he at the heart of 
every SGR fix. 

Bipartisan Policy Center is not alone in proposing the various 
ways of strengthening the bipartisan hill. My colleagues at the 
Brookings Institution have a set. We strongly endorse the thrust of 
the hill but urge beefing it up in many dimensions. And we are 
very happy to supply more information on that subject. 

Third, I believe that the SGR reform must not add to future defi- 
cits. Cost growth in health care has slowed in recent years, which 
makes projected health spending appear less daunting than it did 
in the past. Nevertheless, Medicare spending under the new pay- 
ment model would be higher, about $144 billion higher over 10 
years and more if you include Medicare extenders, than under the 
present SGR formula. That must be offset. The Congress should 
not set a precedent of not paying for anything, but especially not 
for a reform like SGR. 

But paying for the SGR is also an opportunity to find offsets that 
are also good health policy. There are a whole bunch of lists of such 
offsets, and I don’t have time to go into them here orally, but I 
have referenced them in my testimony. And I think there are a suf- 
ficient number of quite plausible offsets, that the Congress should 
not have trouble finding a good set. 

That being said, if you have too much difficulty finding offsets, 
which will clearly be a heavy lift, we do have a suggestion for a 
semipermanent fix, working with 5 years instead of 10, which 
might be a helpful way out of that dilemma. 

Thank you, Mr. Chairman. 

[The prepared statement of Ms. Rivlin follows:] 
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Chairman Pitts, Ranking Member Green: I am delighted to participate in this hearing and commend you 
for diving into such a complex subject so early in the congressional session. This committee has the rare 
opportunity of restarting a bipartisan process, which can accomplish two important goals at once. You can 
replace the Medicare Sustainable Growth Rate (SGR) physician payment formula, thereby halting the 
unfortunate budgetary practice of creating an expensive temporary patch on the formula every year. At 
the same time, you can begin phasing in new payment incentives that will nudge Medicare and, indeed, 
the whole health delivery system, toward high-quality, more cost-effective delivery of care. 

The SGR should be fixed — permanently. Bipartisan, bicameral cooperation can solve a problem that 
everyone wants solved. The SGR formula, with its pending 21 pe rcent cut to Medicare physician-fee- 
schedule payments, creates unnecessary uncertainty for Medicare providers. Keeping the formula in the 
law but postponing its impact every year makes our legislative process look ridiculous. Now is the time to 
stop kicking this problem down the road and get it fixed. 

Replacing the SGR can advance payment reform. It can move health care delivery away from fee-for- 
scrvice (FFS), which rewards volume rather than value, and toward higher quality and less waste. The Iri- 
committce bill from 2014 included promising approaches to do just that, especially by proposing that 
future Medicare payment rate updates for physician-fee-schcdule providers be contingent on participation 
in Alternative Payment Models (APMs) beginning in 2023. The tri-committee bill provides a good 
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foundation that can be strengthened. For example, my colleagues at the Bipartisan Policy Center (BPC) 
are releasing two papers today, which recommend accelerating the introduction of higher payments for 
providers that participate in alternative payment mechanisms (APMs) to 2018, and applying the 
incentives to all Medicare providers. The recommendations also include encouraging the transition to 
organized systems of care by making patient-centered medical homes (PCMHs) available nationwide and 
counting them as APMs. BPC recommends developing bundled payment as an APM to engage specialists 
in payment reform and enhance provider experience in partnering with other providers and sharing risk. 
BPC also recommends strengthening Accountable Care Organizations (ACOs) in the Medicare Shared 
Savings Program (MSSP) by adopting (1) prospective benchmarks, (2) prospective attribution, (3) a 
smaller set of quality measures more focused on patient health outcomes, (4) a patient-choice model that 
better engages beneficiaries in their care, and (5) a more viable pathway to taking on risk for spending 
and outcomes, including a transition from historical benchmarks to regional, risk-adjusted benchmarks.* 

These changes could alleviate many challenges that providers are struggling with today as they work to 
implement new models of care. For instance, “historical” or after-the-fact attribution of beneficiaries to an 
ACO makes it difficult for providers to know and be accountable for the population of patients they serve. 
Resetting ACO benchmarks every contract period may make the task of reducing cost and improving 
quality continuously too hard for providers to sustain. The long-term promise of these models won’t be 
realized if unrealistic short-term pressures for savings make it unlikely that many providers can succeed. 
These are all fixable problems that can be addressed as part of SGR reform . 

Payment reform is still a work-in-progress with many details to be developed. Nevertheless, Congress can 
develop a road map that gives providers more certainty that it is worth investing in the infrastructure 
necessary to develop APMs, and that the future of health care delivery is rooted in new models of care. 

* Bipartisan Policy Center, Transitioning to Organized Systems of Core, “Medical Homes. Pavmcni Bundles, and liic Role oi 
Fee-for-Service;” and “NcartTerm Rccommondaiions tojmprove Accountable Care C)r<iani/aii(>ns ni Medicare. ' January 2!, 
2015. ■ ' 
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These types of reforms have the most potential to deliver on the promise of improved healthcare delivery 
and should be at the heart of any SGR fix. 

BPC is not alone in suggesting strengthening the tri-committee bill. In November, 2013, several of ray 
Brooking colleagues and I submitted cpraments to the Senate Finance Committee on the proposed SGR 
Repeal and Medicare physician payment reform.^ We strongly endorsed the basic thrust of the tri- 
committee bill and urged beefing it up in several dimensions. We recommended decoupling value-based 
payments (VPB) from fee-for-service payments. If VBP payments are add-ons to the physicians FFS 
payment, they risk intensifying the incentive to increase the volume of services rather than reducing it. 
We urged greater clarity in defining eligible APMs and up-front bonus payments to help physicians 
handle the initial costs of revamping the way they practice. We also supported accelerated development of 
APMs, introducing additional payment reforms, such as bundled payments for post-acute care, more 
aggressive efforts to develop and use improved performance measures, and delivery of more timely 
Medicare beneficiary data to physicians to help them track their performance and identify opportunities 
for improvement. 

SGR reform must not add to future deficits. Cost growth in health care has slowed in recent years, 
which makes projected health care spending appear less daunting than it has in the past. Nevertheless, 
Medicare spending under a new payment model would be higher — about $144 billion higher over ten 
years (more if the Medicare extenders are included) than under the current, unrealistic SGR formula. 
Fixing the SGR must be paid for - that’s just good budgeting. Congress should not establish a bad 
precedent by yielding to the temptation to waive the PayGo rules just to make it easier to get something as 
important as fixing the SGR done. 

Paying for SGR is also an opportunity to find offsets that also demonstrate good health policy. Out 

of the many proposals for reforming health care it should be possible to put together a balanced set of 

‘ Fontenot, et a!. “Comment on Proposed SGR Repeal and Medicare Physician Payment Formuia.” The Brookings Institution, 
November !2, 2013. http;//\vww.brookings.edu/research/opinion&'20l3/J i/!2-medicare-physician-payment-refonn 
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savings sufficient to offset the projected ten year costs of replacing the SGR with payments more likely to 
reward health care value. 

in Febraary, 2014, my colleagues at Brookings and I offered a Hst of reforn that we thought would 
move health care delivery toward more cost-effective spending and provide savings to offset the cost of 
repealing and replacing the SGR.^ These included reforming Medicare supplemental insurance to 
eliminate first dollar coverage; creating a single deductible and an out-of pocket limit for hospital and 
ambulatory care (Parts A and B) and modifying Medicare copayments; using competitive bidding to set 
payments and improve quality, starting with lab tests; rewarding beneficiaries for using generic drugs; 
raising the Medicare premium for higher income individuals; paying for post-acute care in the setting 
most appropriate to the patient’s needs (not necessarily where the acute ctire occurred); and several others. 

In November, 2014, the non-partisan Committee for a Responsible Federal Budget, on whose board 1 
serve, released a lis t of offs e ts that are designed to reduce health spending and bend the 

cost curve. These include many similar proposals, including encouraging the use of generic drugs, 
modernizing the Medicare Parts A and B cost-sharing rules, expanding the use of bundled payments; and 
restricting first dollar coverage in Medigap plans." 

In fixing the SGR and finding ways of paying for it, it is important to keep in mind the larger context of 
Medicare reform; it is a vital program upon which millions of seniors and people with disabilities depend 
on for health care. It must be preserved, strengthened, and modernized. In 2013, 1 joined former senators 
Pete Domenici, Tom Daschle and Bill Frist at the Bipartisan Policy Center in developing a set of 
reco mmenda t i ons to modernize the basic Medicare benefit and accelerate payment and delivery refomis.^ 
Included in this report are a variety of proposals that we believe would not only reduce costs, or at least 


^ McClellan, M. Riviin, A., Fontenot, K. “Paying for a Permanent, or Semi-Permanent, Medicare Physician Payment Fix.” Health 
Affairs. Februaiy 2014. http://hea]thaffairs.org,4»log/2014/02/14/paying-for-a-permanenl-or-semi-permanent-medicare-physician' 
payment-fix/ 

'' The Committee for a Respoasible Budget. “The Prep Plan; Paying for Reform and Extension Policies.” November 17, 2014, 
http://crrt>,org/document/prep-plan-paying-reform-and'extension-policies. 

^ Riviin, A. Frist, B. Domenici, P., Daschle, T. Bipartisan Policy Center. “A Bipartisan Rx for Patient-Centered Care and System- 
Wide Cost Containment.” Bipartisan Policy Center. April 2013. http://l5ipartisanpoiicy,org/library/heaith-care-cost-contammenC 
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not increase them, but also improve the Medicare program for beneficiaries. Let me share just a few 
examples: 

■ We developed a budget-neutral reform of Medicare’s beneficiary cost-sharing, which would 
combine the Part A and Part B deductibles, but also give all beneficiaries new protection against 
catastrophic out-of-pocket costs and ensure that all beneficiaries could see a doctor for only a 
copayment, even if the combined deductible isn’t yet met. 

■ We proposed to limit supplemental coverage, expand income-related premiums, and then invest a 
portion of the savings in providing new cost-sharing assistance to low-income beneficiaries who 
are near-poverty. These changes also relate to our proposal to allow providers who participate in 
APMs - or what we called Medicare Networks - to offer incentives (such as primary care cost- 
sharing discounts) to patients to improve care coordination, patient choice, and engagement. 

■ We suggested ways to create stronger incentives for beneficiaries of the Part D Low-Income 
Subsidy to use high-quality, lower-cost drugs, when available. 

As these overlapping lists make clear, responsible non-partisan health policy analysts have worked hard 
to identify reforms that would offset the cost of SGR repeal and there is considerable convergence in their 
views. Not everyone who has endorsed a package of offsets would defend all of the component parts 
individually. Cutting spending is always difficult and compromises arc necessary to reach an agreement. 
But is should be possible for Congress to agree on a balanced list of offsets that are consistent with 
moving toward more cost-effective delivery. 

That being said, finding sufficient offsets will be a hcav^ lift and it may prove impossible to find enough. 
In that situation, a scmi-pcrmancnl fix, as my Brookings colleagues and I termed it, would be far better 
than another one-year patch. 

A semi-permanent fix could include a five-year period of payment stability, which would cost roughly 
$50 to 60 billion, and it should be paired with the structural reforms we discussed earlier - giving 
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physician-fee-schedule providers stronger incentives to participate in APMs and strengthening the new 
payment models themselves. One policy option that has been included in Democratic and Republican 
congressional budget proposals, as well as administration budget proposals, is an expansion of income- 
related premiums for higher-income Medicare beneficiaries. That alone could pay for a semi-permanent 
fix, while putting the health care system on a course of greater quality and efficiency for all beneficiaries 
and taxpayers. 

Mr. Chairman and members of the Committee, we are at a critical juncture in health care. While cost 
growth has come down a great deal, wc have experienced similar declines in the past only to see another 
round of rapid cost growth follow on its heels. It is absolutely critical that we keep the momentum going 
on health reform by demonstrating concretely to health care providers our commitment to move away 
from our current, antiquated, fee-for-service payment models in Federal programs. The single most 
important thing we can do as the Federal government is set this as a clear direction in Medicare, and the 
proposals you arc now considering can move us in that direction. 

Thank you again for the opportunity to share my thoughts on the SGR, payment reform, and our health 
care system. SGR is a tough problem, but it's an even bigger opportunity for the country. I urge all of 
the members of the committee, majority and minority, to work together to fix it this year. On behalf of my 
colleagues at BPC and Brookings, we look forward to continued dialogue and helping however we can. 

Alice M. Riviin 

Senior Fellow, Economic Studies 

Director, Engelberg Center for Health Care Reform 

The Brookings Institution 

Co-Chair, Delivery System Reform Initiative 

Bipartisan Policy Center 


The views expressed in this piece are those of the author and should not be attributed to the staff, officers 
or trustees of the Brookings Institution or the Bipartisan Policy Center. 
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Mr. Pitts. The chair thanks the gentlelady and now recognizes 
Dr. Moon, 5 minutes, for her summary. 

STATEMENT OF MARILYN MOON, PH.D. 

Ms. Moon. Thank you, Mr. Chairman. 

I am very pleased to he here today to testify. This is an area that 
I feel very strongly about. All of my research for many years, from 
initially working with Dr. Rivlin at CBO until today, has focused 
a lot, most of it, on beneficiary issues, protecting beneficiaries in 
the Medicare program. And that is where I am going to focus my 
testimony today. 

Eliminating the sustainable growth rate under Medicare would 
constitute a major policy improvement. And I believe that the in- 
stability in payment toward physicians and the contribution that 
that has made toward the many physicians opting out of the pro- 
gram is a serious problem for beneficiaries and qualifies, itself, as 
a beneficiary issue as well as an important payment issue for phy- 
sicians. 

But I am concerned about the whole issue of offsets, and that is 
where I am going to spend most of my time today. There is a sense 
that there needs to be an offset to pay for this policy change, but 
I would point out that there is nothing about Medicare’s stability 
that requires that Part B changes be covered by benefit cuts else- 
where. And that, I think, is a very important concept. 

Nonetheless, many of the SGR reform proposals are paired with 
changes in Medicare at the expense of beneficiaries. If offsets are 
deemed essential, a reasonable alternative would be to look for 
policies across the Federal Government that are similarly unwise 
for which repeal could generate savings and, in many cases, rep- 
resent the same kind of poor policy that has been recognized over 
time but not dealt with. 

Part of the justification for focusing on Medicare, however, stems 
from the notion that the program is too large or out of control. But 
I would point out that Medicare’s per-capita growth rates have 
been less than the rates of growth in the private insurance world 
for more than 40 years. Medicare has simply done a better job than 
the private healthcare sector in controlling costs over time. 

And another source of growth in Medicare that causes people 
sometimes to be concerned about the program is the increase in the 
number of beneficiaries, to this point largely caused by an increase 
in life expectancy again, a success story for Medicare, not some- 

thing for which Medicare should be condemned. 

Finally, the rate of growth in spending on Medicare has declined 
in recent years. Efforts to introduce new ways to control costs seem 
to be working. And, indeed, building the SGR change on top of 
some of those promising reforms, as is part of your legislation that 
has been considered, is a good idea. 

But most of the major reform options being discussed for reduc- 
ing Medicare spending focus on increasing the share that bene- 
ficiaries pay or reducing the number of people eligible. Since people 
must still get care somewhere, such options are essentially ways of 
asking beneficiaries to pay more. 

Medicare is in no way, however, an overly generous program. 
Medicare pays only about 70 percent of the costs of just the serv- 



38 


ices it covers, forgetting the other things like vision and dental and 
other things that Medicare does not cover. Beneficiaries or their 
families or former employers are responsible for the remainder. 

And just as costs to the Federal Government have risen over 
time, so have the costs to beneficiaries. Beneficiaries’ incomes have 
certainly not kept up with the increased costs in healthcare spend- 
ing that they must themselves undertake over time. 

And the problem is particularly severe for those with modest in- 
comes whose resources keep them above eligibility for Medicaid or 
special low-income protections but low enough to make it difficult 
to afford care. 

One of the most urgent areas of need is for better low- and mod- 
erate-income protections for Medicare beneficiaries, not increasing 
their burdens. Yet some of the proposals that even seem to be more 
neutral or across-the-board can have unintended consequences that 
harm beneficiaries, particularly these more vulnerable ones. 

For example, raising the age of eligibility is something that often 
sounds good, usually to people like me who like to continue work- 
ing well past the age of eligibility. But for lower-income individuals 
who have poor skills and poor health, that simply is a major cut 
in benefits, and it is a major problem for those beneficiaries. 

Similarly, raising the premiums to beneficiaries over time would 
cast an enormous burden on, for example, a woman who is earning 
just above the paltry level that Medicare provides special benefits 
for of $18,000 a year, raising her out-of-pocket costs from about 15 

percent of her income to 17 percent of her income certainly not 

moving in the right direction in terms of the changes. 

So I believe that it is important to recognize that any fix to the 
SGR that raises Medicare spending will also result in higher costs 
to beneficiaries when the payments to physicians rise. Beneficiaries 
will pay more by any fix that you do to the SGR because we are 
going to increase payments to physicians. 

The sustainable growth rate is poor public policy and ought to be 
fixed, but beneficiaries, I believe, should not be penalized for the 
poor policymaking that occurred so many years ago. 

Thank you. 

Mr. Pitts. The chair thanks the gentlelady. 

[The prepared statement of Ms. Moon follows:] 
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Summary 

Fixing the flawed Sustainable Growth Rate makes good policy sense. It is important to have a 
reasonable payment policy for physicians that does not penalize them over time. 

But the appropriate tradeoff for an SGR fix is not policy that harms Medicare beneficiaries on 
the claim of a need for budgetary offsets. There is no compelling need to reduce benefits to 
Medicare beneficiaries. Medicare is not a runaway program in need of reform. 

Most of the proposals for Medicare savings would increase an already heavy burden on Medicare 
beneficiaries in the form of higher costs or poor access to services. 

• Beneficiaries already pay a very large share of their incomes towards the costs of care 
that Medicare does not cover. 

• Many proposals — even increasing the eligibility age that seems to be applied across-the- 
board — would fall disproportionately on low and moderate income individuals. 

• It would be beneficial to pair improvements in the SGR with better low income 
protections as has been part of past proposals. 

Budgetary offsets, if desired as part of a package, could come from sources beyond Medicare. 

• If Medicare needs to be placed on a stronger financial footing, new sources of revenue for 
the program should be part of the discussion about Medicare’s future. 

• Closing tax loopholes or cutting other programs that are not performing as intended 
would be a more appropriate strategy for offsetting costs of the SGR. 


I 
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statement of Marilyn Moon 

Eliminating the Sustainable Growth Rate (SGR) under Medicare would constitute a major policy 
improvement. The SGR is widely recognized as a flawed policy; there is strong agreement that 
the limits it sets are too stringent and treat physicians unfairly. So far, however, the most that has 
been accomplished are short term fixes. The SGR has been modified 1 8 times since 2002, 
usually at the last minute. Numerous attempts to generate a permanent fix have stalled because of 
the cost estimates for doing so. Since technically the SGR is current law, any fix must address 
the cumulative impact of the formula which means a large budget price tag. Allowing the SGR 
to take effect would mean more than a 24 percent cut in payments for physicians because the 
“look back” effectively incorporates 1 5 years of flawed calculations. But many of the proposals 
to fix the SGR are often coupled with proposals to severely cut benefits in the Medicare program 
that would have a detrimental impact on beneficiaries. My testimony today wall speak to the 
issues surrounding how to tackle the problem without making other undesirable policy changes. 

Problems Generated by the Sustainable Growth Rate 

The SGR has created instability in payment policy toward physicians and likely has contributed 
to a number of physicians declining to participate in Medicare or in limiting the number of 
Medicare patients they are willing to see. Critical providers of services to Medicare beneficiaries 
are threatened periodically with massive cuts in payments; and even when those reductions are 
eliminated at the last minute, the payment levels have been frozen or allowed to Increase only 
modestly. It is no wonder that many physicians are extremely mistrustful of participating in 


2 



42 


Medicare. While defections are not yet widespread, this is a major problem hanging over the 
program and should not continue. 

The intent of the SGR was to provide discipline to the rapid growth in physician payments, but it 
has never helped with that issue. It is too broadly conceived — penalizing ail physicians for 
growth in physician spending, for example. And other technical problems with the formula 
penalize physicians for events well beyond their control. Even very conscientious physicians 
need to find ways to offset the decline in real payments that have occurred over time, resulting in 
a situation in which the SGR actually encourages adding visits and upcoding to offset other 
losses, ft needs to be replaced w'ith a better mechanism for holding providers of services 
accountable. 

The many activities now underway by CMS in its innovation demon,strations hold considerable 
promise of tackling the issues of paying for the right care in the right setting. Early indications 
are that they will help over time with the issue of cost growth in Medicare, and likely improve 
the incentives that physicians face to provide quality care. Indeed, the recent slowdown in 
spending is likely attributable in part to the attention drawn to these efforts as well as to the weak 
economy. Whatever the reason, spending growth in Medicare does not carry the urgency it did 
just a few years ago. Care and vigilance are necessary, but now is a particularly good time to 
eliminate a failed policy that promises only to alienate the provider community. 
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The Demand for Finding Savings to Offset the SGR Fix 

Why is there a sense that there needs to be an offset to “pay” for this policy change? In the past, 
for example, not all of the temporary fixes have been offset by other cuts. And in many ways, 
this could be viewed as a technical adjustment that does not carry the same weight as introducing 
new spending policy. And with Medicare’s current slow rate of growth, it is appropriate to 
question why proposals to fix the SGR are tied to cuts in the program. 

Historically, a tortured set of offsets to the costs of changing the SGR have been proposed. 
Usually what happens is only a temporary “fix” since that is not as costly. Why should Medicare 
beneficiaries be penalized for poor policy decisions made many years ago? If a more reasonable 
annual update policy had been adopted, there would be no need to find additional “revenues” 
because each annual update would have been part of the ordinary growth in Part B which, by 
statute, is covered by general revenues. Nothing about Medicare’s stability requires that the Part 
B change be covered by some type of benefit cuts elsewhere. Nonetheless, once again, the 
debate includes the issue of how to “pay” for what is in many ways an accounting artifact. 

If There Must be Offsets, Why Medicare? 

Many of the proposals to eliminate or replace the SGR have been paired with changes in the 
Medicare program that seek savings — usually at the expense of beneficiaries. Why should this 
desirable policy change be required to come from Medicare? A reasonable alternative would be 
to look for policies across the federal government that are similarly unwise for which repeal 
could generate savings. In the panoply of tax and spending policies, there are many examples. 
Closing tax loopholes that encourage inappropriate behavior on the part of taxpayers would be a 
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good source of new revenues for example — and some of them essentially reflect the same type of 
unintended consequences from legislation or rules that do not work well in practice. 

Part of the justification used for finding savings from Medicare is that it is viewed by some as 
too large. Certainly, Medicare has grown rapidly over time and needs to be examined for 
potential problems, but size does not automatically make it a desirable target. Health care 
spending for everyone has grown rapidly since the 1970s, and in fact. Medicare’s per capita 
growth rates have been less than the rates of growth in the private insurance world over more 
than forty years. Medicare has been more successful at holding the line on spending growth than 
have other payers. Another source of growth in Medicare is from increases in the number of 
beneficiaries. Until the recent swelling of enrollees from early Baby Boomers retiring, the 
reason for per capita growth has largely been the longer life expectancies of older Americans. 
This is an indication of the success of Medicare and not something to be rated a problem per se. 
Finally, the rate of growth on spending in Medicare has declined in recent years. Efforts to 
introduce new ways to control costs seem to be w'orking. For all these reasons, Medicare should 
not be viewed as a runaway program. 

The Problem of Paying for the Fix with Beneficiary Cuts 

Beyond innovations to better control what spending occurs, most of the major options being 
discussed for reducing Medicare spending focus on increasing the share that beneficiaries pay or 
reducing the number of people eligible. Since people must still get care somewhere, such 
options are essentially ways of asking beneficiaries to pay more. For example, a higher age of 
eligibility is essentially a cut in benefits, especially for those w'ho do not have access to 
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subsidized insurance from employers or the federal government. Higher premiums or co-pays 
largely shift costs onto beneficiaries. Providing vouchers to purchase private insurance subject to 
limits on how fast federal subsidies can grow (an option referred to as premium support) is also a 
way to shift costs and risk onto beneficiaries. And even some of the “efficiencies” that limit 
access to care may be cost shifts if they do not truly improve the way that care is delivered but 
rather restrict access to needed services. Thus, most of the reforms under discussion would 
lower the share the federal government contributes to Medicare’s costs. 

Are these the best strategies for supporting Medicare into the future? Medicare is in no way an 
overly generous program in terms of what it covers. Medicare pays only about 70 percent of the 
costs of the services it covers (and it fails to cover many important services). Beneficiaries (or 
their families or former employers) are responsible for the remainder. And just as costs to the 
federal government have risen over time, so have the costs to beneficiaries. They now pay a 
greater share of their incomes toward the costs of their care than ever before; incomes for ail 
seniors have risen more slowly than the costs of health care that they must pay out of pocket. 

And the problem is particularly severe for those with modest incomes whose resources keep 
them above eligibility for Medicaid or special low income protections, but low enough to make it 
difficult to afford care. One of the most urgent areas of need is for better low and moderate 
income protections for Medicare beneficiaries. In fact, often paired with a fix to the SGR has 
been a proposal to make the Qualified Individual (Ql) program— that provides modest low 
income protections— a permanent part of Medicare. Good policy should actually take this even 
further, raising the very low limits on who gets aid. 
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Nonetheless, the proposals tend to move in the opposite direction — taking more out of the 
incomes of older and disabled Americans. For example, one option often proposed is to raise the 
Part B and D premiums to 35 percent of the costs of the insurance from their current levels of 25 
percent of costs. What does this mean for beneficiaries? A beneficiary with an income of 
$18,000 per year is not eligible for any low income protections. If such a beneficiary faces the 
average out of pocket costs experienced by Medicare beneficiaries, that person would currently 
be spending nearly 1 5 percent of her income on Medicare (and even more on total healthcare 
costs). The premium increase of a little over $500 per year would bring that burden to more than 
17 percent of her income. 

Other proposals sometimes discussed for Medicare would raise the cost sharing requirements, for 
example, by making home health benefits subject to the same type of requirements for other Part 
B services. Again, it is essential to consider whether this is sound policy. The users of home 
health services are among the most vulnerable beneficiaries; they are older and much sicker than 
on average and hence are less likely to be able to absorb that burden. Moreover, for these types 
of services, there is little evidence that cost sharing would curb unnecessary use. It is more 
likely that it would deter access to care for these most vulnerable of beneficiaries. 

Raising the age of eligibility is another policy that can have unintended consequences in 
penalizing those least able to afford health care. Higher income beneficiaries are much more 
likely to either still be working or to have retiree benefits. Consequently, they would feel little 
burden. But those who cannot work because of poor health or whose skills make it difficult for 
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them to remain in the labor force would be the ones most likely penalized by such a change in 
eligibility. What sounds like an across-the-board change would not be so in practice. Further, 
raising the age of eligibility saves very little money since most beneficiaries in their niid-60s are 
healthier than average and tend to hold down the per capita costs of the program. Taking them 
out of the Medicare pool would result, for example, in higher Part B and D premiums for those 
who remain — another unintended consequence. 

Even the increases aimed at “high income” beneficiaries would be painful for many who have 
already been asked to pay more out of pocket in recent years. The only way to get substantial 
savings from this is to continue to penalize those who by any other measure would be considered 
middle class since the number of truly high income beneficiaries is small. 

Finally, it is important to recognize that any fix to the SGR that raises Medicare spending will 
result in higher costs to beneficiaries when the payments to physicians rise. For example, if 
costs to the federal government rise by $10 billion, beneficiaries will experience approximately a 
$2.5 billion increase in required cost sharing. Thus, even with no other policy change, 
beneficiaries will be paying more. 

Other Approaches 

As one of the most popular of federal programs, Medicare enjoys enormous support from the 
public at large. In fact, polling consistently indicates a willingness to pay higher taxes if 
necessary to support the program. Medicare offers basic insurance to our most vulnerable and 
needy citizens and does so with considerable efficiency. The design of the program is to reduce 
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some of the inequality that arises in our economy by providing the same benefits to all who 
qualify regardless of the amount they have contributed to the program. Thus, when considering 
what tax increases or spending reductions could be used to pay for the SGR fix, it is important to 
consider options beyond Medicare. 

If it is believed that Medicare is not sufficiently financed, any options under consideration for 
changing the program should include increasing the revenue stream into the program. Indeed, 
increasing taxes to support Medicare is consistent with the intent of the program as it was 
conceived in the 1 960s. It was recognized even then that the ratio of workers to retirees would 
decline over time and that increases in health care spending occurred more rapidly than costs of 
other goods and services and wages. But the idea of fully funding the system to plan for these 
changes was rejected since it would create a drag on the economy. Rather, the intent was that tax 
rates would be adjusted upw'ard periodically to keep the system sound. The growth of the 
economy — and incomes of workers — were expected to make it possible to fund health care 
spending for succeeding waves of seniors. Are we in a position today to afford higher 
contributions? That question is certainly one that should be compared to the issue of whether 
beneficiaries can afford further cuts in benefits. 

Conclusion 

The Sustainable Growth Rate is poor public policy and ought to be fixed. But beneficiaries 
should not be penalized for the poor policy making that occurred fifteen years ago. The SGR 
should not be used as a rationale for reducing valuable benefits to our most vulnerable citizens. 
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Mr. Pitts. That concludes the opening statements of our wit- 
nesses. I will begin the questioning and recognize myself 5 minutes 
for that purpose. 

Senator Lieberman, you were eloquent in your testimony about 
the need to pay for the SGR, yet I am concerned that some voices 
continue to suggest that it need not be offset. 

As a practical matter, House leadership has said that a bill must 
be offset to be put on the floor for a vote. So I fear that Members 
or organizations who continue to suggest moving SGR without off- 
sets actually are maybe at best not serious or at worst could doom 
SGR reform to certain defeat. 

In your opinion as a former legislator, do you believe that SGR 
reform can pass this Chamber without offsets? 

Mr. Lieberman. Obviously, in the end thanks, Mr. Chair- 
man you all will notice and determine it more than I, but my 

sense, based on the results of the election last November and the 
stated opinions of those in the majority here and some in the mi- 
nority, that this extraordinary achievement that began here in the 
subcommittee, which is to come to a bipartisan agreement on re- 
placing the failed SGR formula, will not make it into reality unless 
there is an offset. 

And, again, there is nothing particularly, based on history here, 
radical about this. As you said, I believe, Mr. Green, maybe both 
of you, in 98 percent of the time the doc fixes have been offset for 
exactly the same reasons that your question raises. 

Mr. Pitts. What would your advice be for organizations consid- 
ering making a push for an unpaid-for SGR bill in this Congress? 

Mr. Lieberman. Well, my advice gratuitous, but you have 

asked me is to think of what your goals are. And if you are an 

organization representing physicians, for instance, and you push 

for this SGR replacement reform with no offset, the danger is 

and it is a high risk that nothing is going to happen and physi- 

cians are going to suffer and, as has been said earlier, people are 
going to leave the medical profession, patients will suffer. If you 
are representing beneficiaries, obviously the same is true. 

So we have to give a little bit here to preserve the essential sys- 
tem, which is a great system. We are about to come to the 50th, 
if I am not mistaken, anniversary of Medicare, and it would be a 
tragedy in the midst of this year to have a failure of, I would say, 
will to find the money to fund this bipartisan agreement you have 
made. 

Incidentally, you can pick and choose from ^you don’t have to 

look to the Coburn-Lieberman proposal although, frankly, we 

did this, too. We took a lot from the President’s Fiscal Commission. 
And the President himself has recommended some changes in the 
last couple of budgets that would fund $50 billion. That is the part 
where he increases the premiums on wealthier beneficiaries. 

Mr. Pitts. Thank you. 

Dr. Rivlin, there has been a lot of discussion in recent years 
about the slowdown in the annual growth rate of Medicare spend- 
ing. You have probably been following the literature and CBO’s 
analysis pretty closely, but my question is pretty simple. 

In your opinion, is the slowdown in Medicare spending a reason 
not to offset SGR reform? And based on your historical perspective. 
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do you think it is likely to rebound in coming years closer to histor- 
ical averages? 

Ms. Rivlin. I don’t think we should use the slowdown as an ex- 
cuse not to pay for the SGR reform. 

Whether this slowdown will continue, I think, depends in part on 
whether we make bolder moves to make the health system more 
efficient and more cost-effective. And the movement toward alter- 
native payments, alternative payment mechanisms of various 

sorts accountable care, medical homes, bundled payments is 

an effort to do exactly that. 

It seems to be working, and it may be part of the reason why 
the slowdown has occurred, but we can’t be sure. And we do know 
there are going to be a lot more seniors in the future who are eligi- 
ble for Medicare. And there are a lot more things that docs can do 

for us really interesting and exciting things coming on line, and 

we are all going to want it. 

So the upward pressure on healthcare spending generally and 
Medicare in particular is going to continue. And that is the reason 
I think that we should combine fixing the SGR with strong incen- 
tives to use alternative payment mechanisms. 

Mr. Pitts. Thank you. 

My time has expired. The chair recognizes the ranking member, 
Mr. Green, 5 minutes, for questions. 

Mr. Green. Thank you, Mr. Chairman. 

Dr. Moon, some have suggested that the SGR and other reforms 
proposed should be paid for by shifting additional out-of-pocket 
costs on to Medicare beneficiaries. However, seniors already bear 
a significant out-of-pocket cost in Medicare now, and most are liv- 
ing on very modest incomes. For example, half of all Medicare 
beneficiaries have incomes below $23,500. 

A Kaiser Family Foundation study found that an average Medi- 
care household spent almost three times more out of pocket on 
health care as a percentage of income than the non-Medicare 
households, 14 percent versus 5 percent. 

To me, this a clear illustration that we should not be shifting 
costs to seniors. Instead, we should be working to strengthen and 
expand the programs that provide an assistance to the moderate- 
income seniors. 

Can you discuss the cost burden beneficiaries already bear on 
their relatively low income? 

Ms. Moon. Thank you, Mr. Green. 

Yes, I agree with you that the burdens are substantial. And par- 
ticularly for those modest-income individuals that I mentioned, 
whose incomes are between 150 percent and, say, 250 or 300 per- 
cent of poverty in the United States, receive no protection of any 
sort beyond the basic Medicare program. They are the ones that 
are particularly vulnerable and for whom even fairly simple and 
small changes in cost-sharing can have devastating impacts, be- 
cause they could cause people to not go and get care, which then 
ends up costing the system more, ultimately, when they become 
sicker. 

I believe that the aspect that we need to think about in terms 
of this is that Medicare is not a really generous program. It is a 
less generous program than most of us who have employer-pro- 
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vided insurance or the standard programs that are offered through 
the ACA have, for example. So when you begin to raise premiums, 
raise cost-sharing, you are effectively cutting that back even fur- 
ther and making it a less and less generous program over time. 

Mr. Green. Well, and I think most of us don’t actually object to 
paying for it, it is just how you do it. Although I have to admit, 
last week we passed a bill on the floor that cost $54 billion that 
wasn’t paid for that affected the Affordable Care Act. So if it is 

good for the goose, it is good for the gander ^but paying for it 

out of Medicare and making seniors come up with more cost-shar- 
ing. 

My next question: Aren’t Medicare premiums already income-re- 
lated? More specifically, can you talk about the existing income-re- 
lated premiums and what income levels it affects and how these in- 
come levels compare to what is considered upper or higher income 
in other Federal policy, such as tax policy? 

Ms. Moon. Yes. Medicare does have an income-related premium 
for both Part B and Part D now, and it starts at a level of $85,000 
a year. So I rankle when I hear people talk about asking wealthy 
Medicare beneficiaries to pay higher premiums because, as a soci- 
ety, we like to talk about “middle income” stretching up to 
$250,000 a year of income but we are willing to talk about 
“wealthy” seniors at $85,000 a year. 

The reason for that is it is very difficult to get high levels of reve- 
nues from income-related premiums because there simply aren’t 
enough seniors with such high incomes or persons with disabilities 
with such high incomes that make it easy to get more money. 

So when you begin to talk about further raising income-related 
premiums, you either have to make even lower-income individuals 
subject to such premiums or you have to raise those premiums to 
such a level that no longer is Medicare a good deal for high-income 
individuals. And that concerns me, as well. 

Mr. Green. OK. 

Dr. Moon, we have heard a great deal over the past few years 
about entitlement reforms. And these entitlement reforms, particu- 
larly in Social Security, are the safety net for our society Med- 

icaid and Medicare for the seniors and most vulnerable in our soci- 
ety without considering the fiscal impact of tax entitlements, 

tax deductions, exclusions, credits, and other tax preferences which 
disproportionately benefit well-to-do Americans. And I think the 
President talked about that last night. 

Can you talk about entitlements, both those providing essential 
services to seniors and low-income Americans and those providing 
tax breaks to more affluent Americans, and the relative role of 
each of these in the context of protecting the most vulnerable in 
our society and at the same time addressing our long-term debt? 

Ms. Moon. A small question. 

Mr. Green. In 15 seconds, by the way. 

Ms. Moon. Fifteen seconds. 

In addition to Medicare and Medicaid, Social Security is also con- 
sidered an entitlement program. These programs all help support 
older people when they have retired. They enjoy enormous support. 
And they are also important in reducing some of the inequality 
that occurs as people go through their lifecycles and have bad 
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things happen to them. Medicare and Social Security provide that 
underpinning of support. 

I believe they are really important programs. And if we are going 
to talk about changing programs like that, we ought to talk about 
revenue sources from other places if we are going to talk about 
making changes or looking for offsets. 

Mr. Green. Thank you, Mr. Chairman, for your patience. 

Mr. Pitts. The chair thanks the gentleman and now recognizes 
the vice chair of the subcommittee, Mr. Guthrie, 5 minutes, for 
questions. 

Mr. Guthrie. Thank you, Mr. Chairman. 

And, Dr. Rivlin, I know you have been involved in a lot of dif- 
ferent groups and think tanks in working on this issue. And a lot 
of times in Congress, we keep hearing, we need a lot more informa- 
tion, we need more information, we need more studies. I think Sen- 
ator Lieberman said we just need some good courage and coopera- 
tion. 

And so my question is, do you believe the information is there 
for us to move forward, or do we need another study, or is it time 
for bipartisan negotiations to begin and move forward? 

Ms. Rivlin. I am a studier, so I don’t want to say you don’t need 
another study, but I think you have enough information to move 
ahead now and, indeed, that you should. 

And, in my testimony, I endorse the idea of actually accelerating 
the impact of the incentives to use alternative payment mecha- 
nisms that are built into the tri-committee bill. I think we know 
enough now to do that and to start them in, say, 2018 rather than 
2023 and phase in over several years a movement to incent the 
medical profession to be in new kinds of organizations that take 
risk. 

That is not going to be easy. We will learn along the way. But 
I think you can start now. 

Mr. Guthrie. The trick is it is the way you can measure, it 

is easier when somebody walks into an office, to know they walk 
in and pay for volume. It is hard to figure out how you pay for 

value, because it is hard how do you determine in value. That 

is what is going to be interesting over the next few years to develop 
those models. So 

Ms. Rivlin. Right. 

Mr. Guthrie [continuing]. There will be more studies with that 
for sure, so we will keep you studying. 

I know alternative payment models in the SGR. Is there specific 
things within Medicare currently today you think should be re- 
formed in the current offsets to pay for it? Some suggestions in the 
current Medicare program? 

Ms. Rivlin. Yes, I think I do favor more means-testing of the 
premium. I think you can do that without hurting low-income peo- 
ple. I also think that the restructuring of the benefit package and 
the deductibles so you put together Parts A and B with a reason- 
able deductible, and then, in order to protect lower-income people 
but also not to discourage anybody from going to the doctor, you 
could have it not apply to physicians visits. 

And there are other things that you could do. Accelerating the 
movement, the incentives for moving to stronger accountable care 
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organizations, for instance, would produce savings, we think, over 
time. 

I am not in favor, unlike Senator Lieberman, of raising the age, 
partly because it just doesn’t save very much money because if you 
are going to do it, you do have to put those people into some other 
plan like the Affordable Care Act. 

Mr. Guthrie. Thank you very much. 

And, Senator Lieberman, you had an op-ed in The Hill, and you 
said earlier today about a final bill, nobody is going to get every- 
thing that they want 1 think that is what you said ^but we 

can work together so we can tackle big problems. And in the Presi- 
dent’s fiscal year 2015 budget, he did include a proposal to charge 
wealthier seniors on Medicare more for Part B and Part D pre- 
miums. And it would save $50 billion 1 think is what was in his 

budget and roughly a third of the cost of the entire SGR bill. 

Do you think there could be bipartisan consensus for the Presi- 
dent’s proposal in 2015, for the 2015 budget? 

Mr. Lieberman. Well, that certainly should be the beginning of 
it. Bipartisanship always comes as a result of negotiation and com- 
promise and understanding that you are putting a larger interest, 
which is a national interest, ahead of a more focused interest so 
you couldn’t just sort of pass that one alone. But that takes care 

of the President’s proposal takes care of more than a third of 

the cost of the SGR replacement reform. And I think you would 
have to come up with some others that would appeal to people on 
both sides that could get you to the numbers you need to get it 
passed. But, no, I think that is a very strong beginning. 

Mr. Guthrie. Thank you. Senator. 

I just have 17 seconds. I just want to say remember if we do 
nothing with Medicare Part A, by 2030, the most optimistic assess- 
ment and I was born in 1964. That is when every baby boomer 

will be retired. And if you look at other parts of the budget, about 
that time, that is when Medicare, Social Security, and Medicaid, 
and the national debt will be 100 percent of federal revenues. And 
even if you took the President’s proposal in his campaign and went 
to the fiscal cliff and added, that is only another $40 billion. So un- 
less you are going to go deeper into taxes and tax more people or 
you are going to reform these programs, they won’t exist after 2030 
unless we step forward. 

Mr. Lieberman. I agree. I agree with Dr. Rivlin. The facts are 
there, and the question is what you and we all as a country are 
going to do about them. 

Mr. Guthrie. I yield back. 

Mr. Pitts. The chair thanks the gentleman. 

The chair recognizes the gentlelady from Illinois, Ms. 
Schakowsky, for 5 minutes of questioning. 

Ms. Schakowsky. Thank you, Mr. Chairman. 

I want to say that we do have a serious crisis in this country 
when it comes to budget. And, for me, it is the budget of the senior 
citizens. And right now we have a retirement crisis. People cannot 
afford to retire in the United States of America. And I say this at 
a time that our country has never been richer. This is the richest 
country on the face of the earth, and per capita GDP has never 
been higher, but as we all know, that is so unequally distributed 
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that ordinary Americans have not seen an increase in wages for 
the last three decades, and all of the growth has really gone to the 
top 1 percent. And now we have a situation where I think we all 
agree that the SGR has got to go. And, as I said, when the Demo- 
crats were in the majority, we did exactly that. 

But this idea that we have to ask senior citizens, who are abso- 
lutely struggling right now, on this 50th anniversary of Medi- 
care one of the most successful programs we have ever seen, 

and undoubtedly this pay-for that we are talking about would put 
additional burdens on seniors: $85,000, as Dr. Moon pointed out, is 
now a rich senior. Some proposals have talked about lowering the 

income to $45,000, making people seniors who make $45,000 

considered rich enough to pay higher premiums. 

I say shame on us as a country that we can’t afford to provide 
health care to our seniors and persons with disabilities. There are 

plenty of places to look. We just passed what did we call it 

the Tax Increase Prevention Act; extenders, $45 billion unpaid for. 
As I said in my opening remarks, just earlier this month, the Re- 
publicans passed a bill to redefine “full time,” and that cost $53 bil- 
lion, unpaid for. 

But now we are saying in order for doctors to get what they de- 
serve and continue to serve seniors, we are going to ask senior citi- 
zens to pay more. I find that repugnant 1 am sorry, and my hair 

is on fire to say that we should go to the elderly and the dis- 

abled in our country. I agree that we have debt, but you know, pro- 
jected Federal spending for Medicare and Medicaid have fallen by 
almost a billion dollars since 2010. If we compare the CBO’s Au- 
gust 2010 and the August 2004 base lines. Medicare spending in 
2015 will be about $1,200 lower per person than expected in 2010. 
So we are adding incredible savings because of the reforms in the 
Affordable Care Act, et cetera, to lower the cost of Medicare. And 
now we are going to turn around and say the seniors in this coun- 
try are just having to spend more in order to save future genera- 
tions from debt. I say we have plenty of money, and if we don’t 
start talking about reasonable revenue, as the President did last 
night in his State of the Union, then, again, I say shame on us. 
And I hope the senior citizens and the people with disabilities are 
paying attention to this important debate. 

I wanted to ask Dr. Moon, one of the things we expect to see in 
the budget that is proposed by the Republicans is, once again, this 
idea of a voucher program for Medicare. I wonder if you would com- 
ment on that and the kind of effect that that would have on Medi- 
care beneficiaries. 

Ms. Moon. My concern about a voucher program is that if we 
turn over to the private sector the responsibility for meeting the 
same kind of challenges that now have to face the traditional Medi- 
care program, we won’t necessarily have solved anything. The only 
way that you can, quote-unquote, solve the problem and make the 
budget burden for the Federal Government lower is if you insist 
that you are going to pay in terms of those vouchers less and less 
over time as compared to what Medicare would otherwise cost. 

Then the question is whether or not private entities will do a bet- 
ter job at holding down the costs than Medicare does. I see no evi- 
dence of that over the last 40 years. And if that is the case, it will 
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simply be then the shifting of costs on beneficiaries so that instead 
of premiums going up at the slow rate they have been going up in 
the last few years, they would have to go up faster and faster, un- 
less we really find a way of either magically empowering the pri- 
vate sector to do a better job than it ever has, or we find a way 
to assume that simply handing it over to the private sector causes 
people to use fewer services and fewer numbers of people to age 
into the program. I just don’t see it as a solution per se. It is only 
a solution in a budgetary context if what you do is pay less. 

Ms. SCHAKOWSKY. I referred to in my well, we can call it a 

rant the Affordable Care Act made some significant changes 

that actually has reduced the cost of Medicare. I wonder if you 
could talk a little bit about that and what we might expect going 
forward that will actually lower those costs even more. 

Ms. Moon. I think we have not as yet seen the full impact of the 
reforms that the Affordable Care Act was hoping to put into place. 
I think we have seen some reductions in spending on Medicare that 
are attributable to that in part because of anticipating what the 
impact will be. Because as yet we are still experimenting. 

We are still trying to figure out what these things will do, how 
well they will work, et cetera, but they are very promising at this 
point because, as Dr. Rivlin pointed out, they are really trying to 
emphasize quality and value rather than volume. That means co- 
ordination of care, which is a really essential part of improving 
health care in the United States of America. As a very recent pri- 
mary caregiver for a very sick Medicare beneficiary, I can tell you 
coordination of care is very poor in the Medicare program now. A 
lot of efficiencies can be found if we make improvements in that 
area. That is what medical homes and ACOs have at their heart 
of what they are trying to do. We need to push for that, and I think 
it will pay off over the long run. 

Ms. ScHAKOWSKY. Thank you. I yield back. 

Mr. Guthrie [presiding]. Thank you. The lady yields. 

Dr. Murphy, from Pennsylvania, is recognized. 

Mr. Murphy. Thank you. 

Great to have you all here. This is very insightful. 

First of all, I want to say with regard to some of the issues of 
persons paying more their first dollar as a way of trying to save 
money, I recall the Gallup poll that was done, I think, last Novem- 
ber or December that said 38 percent of middle class people with 
a household income between $30,000 and $75,000 have delayed 
medical care because of costs. 

So I ask this. Dr. Rivlin, if people delay care, does it lead to an 
increase in costs? 

Ms. Rivlin. Yes, and that is one of the reasons that I think you 
have to be very careful in how you do the cost sharing, and one of 
the proposals that we have looked at is to not have the deductible 
apply, as I said earlier, to physicians visits. I think that is a good 
idea. That means you aren’t discouraging people, especially low-in- 
come people, from seeking physician care. 

Mr. Murphy. I have to keep moving. You support the Alternative 
Payment Model. I think that is an important point to acknowledge. 
I read here in the report from the Center for Healthcare Quality 
and Payment Reform, they say that the vast majority of healthcare 
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spending doesn’t go to physicians. These scheduled payments rep- 
resent only 16 percent of total spending in Medicare Parts A, B and 
D. Physician fee-scheduled payments over the next decade are ex- 
pected to represent only 12 percent of total Medicare spending. 
However, physicians prescribe, control or influence most lab tests, 
images, drugs, hospital stays and other services that make up the 
other 88 percent. Does that sound correct? 

Ms. Rivlin. I didn’t quite follow. 

Mr. Murphy. Well, basically that physicians’ fees are a very 
small slice of that pie, but all the tests and everything else are the 
larger costs. 

Ms. Rivlin. Yes. And the hospitals are the big cost centers in 
health care. 

Mr. Murphy. And so the current system that is up there, I just 
want to get these points out to make sure we are looking into prop- 
er savings areas. Physicians lose revenue if they perform fewer pro- 
cedures or lower-cost procedures, even if their patients are better 
off. Would you say that is correct in the current system? 

Ms. Rivlin. Well, that may be right, but as Dr. Moon was point- 
ing out, there are a lot of things that could be better if physicians 
coordinated better. 

Mr. Murphy. I agree. I want to get to that. Well, that is what 
I mean. For example, one area of coordinated care, we don’t even 
have integrated electronic medical records. Behavioral medicine 
and physical medicine are just completely disjointed. And as a cap 
on, for example, psychiatric days, we don’t do that for heart disease 
or diabetes and say, I am sorry; you are only going to get so many 
pills, or you are only going to have so many visits for your kidney 
problems. But persons who have a chronic illness double their risk 
for depression, very high amongst seniors, very high. Untreated de- 
pression and chronic illness doubles healthcare costs, but we keep 
ignoring this. 

So would you see an alternative payment model for you and Dr. 
Moon that really looked at pushing and rewarding medical care to 
coordinate their care to really improve health as a way to get sav- 
ings out of this system far more than what we are trying to 
squeeze out in some of these SGR things? 

Ms. Rivlin. Yes, and I think you not only get savings; you get 
better medical care. You get better outcomes. 

But it has to be said, the knowledge here is very much a work 
in progress. We are learning how to do that. Accountable care orga- 
nizations seem promising, and I would suggest we strengthen 
them, but we don’t know all the answers here. 

Mr. Murphy. Well, let me add one other thing here then. And 
that is that Medicare has a couple of times invoked some models 
that they said we want to do this as a pilot study, and sometimes 
a set of across-the-board changes that they have made with the 
DRGs or the RBRVS physician fee schedules, they have just done 
that. So should we also include here a mechanism whereby physi- 
cians could voluntarily go into an accountable payment system, so 
an alternative payment system, because not everybody will be 
ready for it, as an incentive to say. Let’s move you toward this as 
a mechanism for reviewing this for the next year. 

Dr. Moon, Dr. Rivlin, should we offer that? 



57 


Ms. Moon. I think something like that is potentially a good idea. 
One of the problems we still have, however, is that it is very spotty 
where these organizations exist and where there is the capability 
to do that. And when we think about rural or isolated areas, we 
also don’t want to penalize physicians that are kind of trying to do 
it on their own and doing a very good job. 

Mr. Murphy. That is why I say voluntary so that some who are 
ready can do it. Some who are not will need a few more years. That 
will give them more time but not force it upon them. 

Ms. Moon. But I just hope that it doesn’t become something that 
is cost neutral and you say we are going to take it out of the hides 
of the folks who don’t get involved because they may not be able 
to at this point. 

Mr. Murphy. I understand. 

Dr. Rivlin, final comment? 

Ms. Rivlin. Yes. I think that is the spirit of what we are sug- 
gesting. Reward physicians who are willing to go into alternative 
payment mechanisms. 

Mr. Murphy. Thank you. 

I yield back. 

Mr. Pitts [presiding]. The chair thanks the gentleman. 

I now recognize the gentleman from Oregon, Mr. Schrader, 5 
minutes for questions. 

Mr. Schrader. Thank you, Mr. Chairman. I appreciate the op- 
portunity. 

To kind of follow up a little bit on Dr. Murphy’s line of ques- 
tioning with the Affordable Care Act, the incentives in there for in- 
centive-based outcomes, for accountable care organizations, the co- 
ordinated care that I think is so important to really deliver the 
long-term health benefits, better quality care, as well as the big 
savings compared to all the other little things we are talking about 
and arguing about right now. 

Could you talk a little bit about how the accountable care organi- 
zations and increased utilization of patient-centered medical 
homes, where the primary care physician gets involved, how that 
could actually help in generating a lot of savings for Medicare 
going forward? 

Ms. Moon. I think that coordination, as I mentioned, is the real 
key here. One of the things, the low-hanging fruit, obviously, is 
making sure that you don’t duplicate tests, that you don’t duplicate 
things that don’t need to be duplicated. When you don’t have good 
recordkeeping and transportable electronic records, that is a prob- 
lem. You want to improve in that area. 

You also want to try to encourage and find ways to provide the 
right incentives for the care to be delivered in the right place at 
the right time. And one of the things that we still don’t quite know 
how to do is think about making that happen. Consider the exam- 
ple of bundled payment, where you are putting together payments 
to hospitals and post-acute care providers, like skilled nursing fa- 
cilities and home health. Who do you put in control of that bundled 
payment? It probably makes a big difference in terms of then 
where the care is delivered. If the hospital is in control, more is 
going to be done in the hospital and less in the skilled nursing fa- 
cility and home health. 
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So there are a lot of things that still have to be worked out, and 
we have to figure ways to coordinate care. 

The other thing that I would mention that I think is really im- 
portant and a challenge is how to get consumers involved. One of 
my big pet peeves is when people talk about a patient-centered 
medical home, and they don’t really involve the patient. They sim- 
ply say we will do what is best for the patient. Patients need to 
be involved, not only to think about what care they need and don’t 
need but also to cooperate and coordinate themselves to the extent 
to which they can. And we need to be realistic about it, but we 
need to get the patients involved. 

Mr. Schrader. And that is where the primary care physician or 
healthcare practitioner or nurse practitioner can help make that 
actually happen. 

Ms. Moon. Absolutely. 

Mr. Schrader. Dr. Rivlin, with regard to some examples, you 
have talked again, just like Dr. Moon and Senator Lieberman, 
about good outcomes, value-based outcomes. The discussion has 
been, well, how did you measure that? Can you really measure 
value-based outcomes? I think the answer is obviously yes. Could 
you give us some examples of value-based outcomes that are, in- 
deed, very measurable? 

Ms. Rivlin. One success so far has been not rewarding hospitals 
when the patient is readmitted in a very short period. That is 
measurable. Maybe sometimes it is unfair, but it has had a serious 
effect on a hospital’s being much more careful not to discharge a 
patient who might come back really quickly. So that is one exam- 
ple. 

Mr. Schrader. I will give you several others too. My state, we 
have gone to the, we call them coordinated care organizations, and 
we include rural areas. It is not impossible to do that in a rural 
area, quite frankly, especially in this day and age of telemedicine, 
where we have been able to actually drop the readmission rate in 
our hospitals anywhere from 10 to 20 percent. Stays for chronic ob- 
structive pulmonary disease and heart issues, again dropping any- 
where from 18 to 30 percent. Patient-centered medical home visits 
up 11 percent. I think it is important for the committee and sub- 
committee to understand there are ways to actually measure these 
things. 

The last comment I would make, Mr. Chairman, is while I agree 
that Congress historically plays loose and fast with what the pay- 
fors are, whether or not we actually do pay-fors going forward, I 
think is extremely important that we do pay for this. The near- 
term situation is such that while our Medicare costs are, indeed, 
going down, I think it is part of the ACA. It is undoubtedly part 
of the ACA. It is also undoubtedly part of the economy. But we 
can’t rely on that with the math problem we have in this country. 
We have a tsunami of folks my age and a bit younger becoming 
senior citizens, becoming eligible for Medicare. And that is not 
going to be cured under the current deficit reductions we are see- 
ing. It would be unconscionable for us to avoid addressing this 
problem. We are so close. This committee and the other committees 
have come up with a very excellent solution for going forward on 
the SGR. We are this close to coming together on it. I think Sen- 
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ator Lieberman made a good point. All the points are out there 
that we need to figure out how to pay for this, $140 billion, $144 
billion is probably the least costly fix to the SGR that we are going 
to see in our lifetime. And I would respectfully suggest that maybe 
the subcommittee, under the rubric of the committee, put together 
a task force to pick the least offensive ones. 

We can protect the low-income folks. We came up with a defini- 
tion in this committee of what we consider more low income. Cer- 
tainly it is well below $250,000. I don’t know if it is $85,000 or less, 
but we can figure that out. And I would really urge the committee 
to sit down and work together and figure this thing out because we 
are going to pay for it under this Congress. Time to get the job 
done. 

I yield back. Thank you very much, Mr. Chairman. 

Mr. Pitts. The chair thanks the gentlemen and now recognizes 
the gentleman from Florida, Mr. Bilirakis, 5 minutes for questions. 

Mr. Bilirakis. Thank you very much, Mr. Chairman. 

I appreciate it. Thanks for holding this very important hearing. 
I am constantly reminded about the importance that Medicare 
plays in the lives of my constituents when I am back in my district 
in Florida in the Tampa Bay area. In 2012, there were about 
145,000 Medicare-eligible beneficiaries in my district. Medicare is 
an important program. I want to make sure whatever we do in 
Washington, that we protect current beneficiaries and future bene- 
ficiaries. We need to make sure that Medicare is on strong finan- 
cial footing to be there for our parents, for us, and for our children. 

Senator Lieberman and Dr. Rivlin, in your Medicare moderniza- 
tion proposal, you talked about providing a unified deductible ac- 
cess across Part A and B. Can you talk about how this would pro- 
vide clarity to seniors when understanding their Medicare benefit 
and discuss how this would reduce overutilization. 

Mr. Lieberman. Thanks, Congressman. 

Very briefly, it is actually very hard to describe the current sys- 
tem of deductibles under Medicare. It is so confusing. So I think 
the first benefit of combining Part A and Part B into a single de- 
ductible Senator Coburn and I recommended $550 annually 

is the clarity. And incidentally, in most private insurance plans, 
there is a clarity in deductibles. There is no reason why we 
shouldn’t give the Medicare beneficiaries the same clarity. The sec- 
ond hope, obviously, is that as you create that clarity, you will cre- 
ate in the beneficiary kind of a second thought about overutilizing 
services. You don’t ever want anybody to not go to the doctor or the 
hospital or get a prescription drug because they are worried about 
the cost, talking about hospitals and doctors in this combined de- 
ductible. 

But there is clearly overuse. One of the more controversial rec- 
ommendations that we made, but it has been included in some of 
the other studies done, is to limit the availability of the Medigap 
coverage because, for instance, not to have it pay for all of the de- 
ductible and have it pay for a limited amount of the out-of-pocket 
because there is study after study that show that people who have 
Medigap use 25 percent more Medicare services than people who 
don’t without any discernible increase in healthcare results. So, 
look, if we are going to solve this problem, everybody is going to 
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have to help do it, including the beneficiaries, and this is a way to 

try to incentivize them not to stop going to the doctor or the 

hospital ^but to make sure they need to before they do. 

Mr. Bilirakis. Thank you. 

Dr. Rivlin? 

Ms. Rivlin. Yes, I agree with that and especially would like to 
emphasize the part of that about Medigap. The effect of Medigap 
very often is to make health care free, and when it is free, you tend 
to overuse it. So putting some limits on that I think is important. 

One other proposal that often goes with restructuring the 
deductibles is to put a limit on the out-of-pocket costs, which we 
don’t now have. That goes in the other direction. It would cost 
something, but it would be a big benefit to especially low-income 
seniors who run up against high out-of-pocket costs. 

Mr. Lieberman. That was one of the gives and takes excuse 

me, Mr. Chairman that Tom Coburn and I were involved in. So 

we did what we just did about the deductible and Medigap, but 
Tom agreed that we should put a limit on how much out of pocket 
a Medicare beneficiary would have to pay, and that will have a sig- 
nificant real but also psychological effect on our seniors. 

Mr. Bilirakis. Interesting. 

I have one more question, Mr. Chairman. 

Dr. Rivlin, in your testimony, you mentioned one idea was re- 
warding beneficiaries for using generic drugs. Can you elaborate on 
how to incentivize beneficiaries to choose lower-cost options? 

Ms. Rivlin. Yes. I think it is often the beneficiary doesn’t 

care whether the doctor prescribes the generic or the brand name. 
It doesn’t matter to them. It should matter. They should pay a lit- 
tle less if the generic is prescribed. 

Mr. Bilirakis. Thank you. 

I yield back, Mr. Chairman. I appreciate it. Thank you. 

Mr. Pitts. The chair thanks the gentleman. 

I now recognize the gentlelady from California, Ms. Capps, 5 
minutes for questions. 

Mrs. Capps. Thank you to Chairman Pitts and to Ranking Mem- 
ber Green for holding this important hearing. 

I have long been a supporter of fixing the SGR. It harms pro- 
viders and consumers alike, the SGR. It keeps us from true innova- 
tion in the healthcare sector, but the conversation often stops right 
at the crisis point, how to make it to the next paycheck, and rarely 
moves to one where we can really discuss our vision for our 
healthcare system in the future and how to get there. Last year we 
finally got everyone on the same page, both in the provider commu- 
nity and here in Congress, but despite the massive effort under- 
taken by many of us here on this subcommittee in the last Con- 
gress to come up with a solid plan to end SGR and once and for 
all set Medicare on a path toward improved quality and stability, 
we never made it to the last mile. In the end, it was political dis- 
agreements, not policy concerns, that kept us from the finish line. 
And I don’t believe we can afford to do that again. 

Mr. Chairman, I am a longtime member of this Health Sub- 
committee and a healthcare professional myself. And a permanent 
solution to the SGR problem must be our top priority, so I urge you 
to ensure that this hearing is but the beginning of swift action to- 
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ward passage of a bipartisan, bicameral compromise legislation, 
agreed to last year by March 31, not just a box being checked be- 
fore moving on to other matters. Anything less would be so unfair 
to Medicare patients, to the provider community, and to all who 
put their differences aside, which we did last year to find a strong 
policy compromise. 

I would like to also take a moment to remind the chairman and 
my colleagues that while SGR, the replacement policy for SGR, 
should not be reopened, we shouldn’t forget the additional policies 
that need to be included with this bill. Commonly known as ex- 
tenders, these programs, like lifting the Medicare outpatient ther- 
apy session cap and extending the qualifying individual programs 
that help low-income seniors afford their Medicare premiums, these 
are all critical to ensuring the strength of the Medicare system and 
must not be forgotten. 

And I have a concern that some of the conversations here today 
represent a step backward in finding a permanent solution, and I 
think we need to be clear. Reform the SGR on the backs of seniors 
and persons with disabilities who receive care is one of those dam- 
aging conversations. 

Now I have a question for you. Dr. Moon. We have heard a num- 
ber of proposals that would reduce the Medicare benefit for those 
currently on the program or even eligible for Medicare. For exam- 
ple, Mr. Lieberman mentioned in his testimony that his proposal 
would gradually raise the Medicare eligibility age from 65 to 67. 
We have heard this proposal from leaders on the other side of the 
aisle as well. 

And I want to be clear about my view: This is a bad policy. It 
is shortsighted, and its consequences are so far reaching. It would 
break our Nation’s longstanding promise to its people that if you 
work hard and pay into the system, it will be there for you when 
you turn 65. It would raise healthcare costs for these individuals 
at a time when they are most often in need of saving. 

In fact, the Kaiser Family Foundation estimates that two-thirds 

of 65- and 66-year-olds and that is 3.3 million people would 

have to pay on average $2,200 more dollars for coverage than they 
would if they were on Medicare. So I would like to ask you. Dr. 
Moon, to speak to the policy effects of raising the Medicare eligi- 
bility age. 

Ms. Moon. Congresswoman, I agree with you that raising the 
age of eligibility has a lot of problems, particularly for the modest- 
income individuals who would find it difficult to afford that. High- 
er-income individuals now actually are pretty well taken care of by 
this because we have a Medicare secondary payer program in 
which if you have insurance through your employer and you are 
still employed. Medicare is secondary, and it is not very costly at 
all. 

Moreover, you would keep eligible those who are disabled in the 
program who are 65 and 66, and they are the expensive folks, so 
you wouldn’t save very much money, but you would put at consid- 
erable risk folks who wouldn’t qualify for disability, wouldn’t qual- 
ify for low-income protections, and would have to pay these sub- 
stantially higher premiums to get their insurance somewhere else. 
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Mrs. Capps. Thank you. You know, I have a Kaiser Family Foun- 
dation chart here that I would like to submit for the record that 
shows that Medicare beneficiaries aged 70 and over account for 63 
percent of Medicare spending, with persons with disabilities ac- 
counting for another 22 percent. Aren’t most of the costs in Medi- 
care programs generated by those older than 67? 

Ms. Moon. Yes, they are, and when you take the 65- and 66-year 
olds out of the program, the other thing that will happen is the 
premiums will go up in Medicare for everyone else because you are 
taking inexpensive people out of the program and leaving only the 
more expensive people in the program, another unintended con- 
sequence. 

Mr. Pitts. Without objection. We will enter that into the record. 

[The information appears at the conclusion of the hearing.] 

Mrs. Capps. Thank you very much. 

Mr. Pitts. The gentlelady yields back. 

The chair recognizes the gentleman from Indiana, Dr. Bucshon. 

Mr. Bucshon. Mr. Chairman, I was a practicing cardiovascular 
and thoracic surgeon for 15 years prior to coming to Congress, so, 
first of all, I would like to say I am grateful to be on the committee 
and on the subcommittee and discuss this very important topic. 

Briefly, I am going to comment on another thing that we are not 
really talking about today but to help the Medicare program is to 
really get overall healthcare costs, bending the cost curve; price 
transparency; quality transparency; work towards a more market- 
driven economy in health care versus a price-fixed economy; of 
course, tort reform to decrease the cost of defensive medicine, 
among many others. Coordination of care is very important, includ- 
ing coordinating medical records, electronic medical records, to be 
able to communicate with each other. This is a significant problem 
even within my own community. 

With that. Dr. Rivlin, in Senator Lieberman’s testimony, he 
states that if we do nothing. Medicare Hospital Insurance Trust 
Fund will become insolvent at some point in the next decade. That 
means it will have exhausted its reserves, and it will pay out more 
in claims than it receives in taxes. As a former CBO Director, how 
real do you take this threat if Congress fails to act to improve the 
financing of the Medicare program? 

Ms. Rivlin. Oh, it is very real. Now, there isn’t an exact drop- 
dead date. We change that estimate every year, depending on how 
rapidly costs are going up, but it is clear that on almost any trajec- 
tory you can imagine, that we will not have enough revenues com- 
ing in to support the current program for beneficiaries. Now, that 
doesn’t tell you what to do about it, but it is a real problem. 

Mr. Bucshon. And what might be the result of that to seniors? 
Say that did happen, the next day, what would happen? What 
would be necessary with the program if we didn’t change it and it 
got to that point? 

Ms. Rivlin. Well, you are assuming that Congress doesn’t do 
anything. The Congress would do something, but it would be more 
expensive to wait than to gradually phase in the kinds of reforms 
that we have been talking about today, which we all hope will 
make the health system more efficient and give the beneficiaries of 
Medicare better care for less money or less rapidly increasing costs. 
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Mr. Bucshon. The Congressional Research Service in a memo 
dated April 16, 2012, opined on what would happen should Con- 
gress fail to address the coming bankruptcy or insolvency date of 
the Medicare Hospital Insurance Trust Fund, and I quote. There 
are no provisions in the Social Security Act that govern what would 
happen if insolvency were to occur. For example, there is no au- 
thority in the law for the program to use general revenue to fund 
hospital services in the event of a shortfall. Plainly put. Medicare 
is not authorized to pick which claims to pay and which not to pay 
in the event the program no longer has funds to cover overall costs. 

Senator Lieberman, on that point, which I think is very impor- 
tant, if we do nothing, the Medicare Hospital Insurance Trust Fund 
will become insolvent. The Congressional Research Service says 
that there is no authority for Medicare to pay hospital claims in 
the event the program does go insolvent. I think you will probably 
agree with Dr. Rivlin that the problem is real, but how might this 
impact if there isn’t action, how might this impact access to health 
care for senior citizens? 

Mr. Lieberman. Thanks, Doctor. 

The problem obviously is real statistically, as Dr. Rivlin said, 
under almost any imaginable set of scenarios. This prospect. Dr. 
Rivlin is probably right, in an atmosphere as we got up to midnight 
and it looked like the Hospital Insurance Trust Fund was going 
bankrupt. Congress would probably come in and fix it. But you just 
think about the instability that would cause in our healthcare sys- 
tem and the high anxiety it will cause among seniors. So this is 
a question of whether, like so many, whether Congress and the Ex- 
ecutive work together to solve a problem before it becomes a crisis 
or a catastrophe, because, inevitably, that is what is going to hap- 
pen. The people that have spoken today I respect. Obviously, to fix 
this you have got to ask people to do things they don’t want to do. 

Dr. Coburn and I, I think, came up with a proposal that was ulti- 
mately pretty progressive and tried to share the responsibility for 
avoiding the catastrophe that you described. If that catastrophe 
was not on the horizon, of course, none of would do any of this. We 
would just keep going along, but that is putting our heads in the 
sand, and that is not what I know any of you came here to do. 

Mr. Bucshon. I think we can make the case for incremental re- 
form, and the SGR proposal may be a great opportunity. 

I yield back. 

Mr. Pitts. The chair thanks the gentleman. 

I now recognize the ranking member of the full committee, Mr. 
Pallone, for 5 minutes of questions. 

Mr. Pallone. Thank you, Mr. Chairman. 

I have been going back and forth between the other sub- 
committee; so I apologize for that. But I do want to state for the 
record that even though I have a “D” next to my name, I do not 
associate myself with the comments of two witnesses here today. 
While I respect their prerogative to be here, I don’t believe that we 
need to cut Medicare any further, especially on the backs of sen- 
iors. Robbing Peter to pay Paul is how I coin it, and I am deeply 
opposed to many proposals discussed here today. If we insist that 
we have to pay for the SGR fix bill, revenues and other offsets out- 
side health programs should be on the table. And, unfortunately. 
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all too often around here, our health dollars are used to pay for 
nonrelated bills, tax bills in fact, and the reverse should be the 
case. 

So, Dr. Moon, if I could ask a question, my Republican colleagues 
have proposed keeping tax levels at about 18 percent of GDP, 
which is in line with the average level 60 years ago. What we have 
known about the aging of poor populations and the increasing need 
for healthcare coverage under Medicare, which I might point out is 
a demographic problem, not a cost control problem, is it realistic 
to keep revenues at that level? That is my first question. 

Ms. Moon. I don’t believe that it is realistic to keep revenues at 
that level if your goal is to have a healthy and viable Social Secu- 
rity, Medicare, and Medicaid program that serves this population. 

Interestingly, if you look at polling of citizens, they all say they 
are willing to pay additional taxes to make sure that these pro- 
grams remain healthy. We also know that when Medicare was 
passed in 1965, people talked explicitly about the fact that there 
was going to be an aging of the population. The worker-to-retiree 
ratio was going to change. This was all known, and what was said 
at that point in time is that revenue increases would be necessary. 
Payroll tax rates would have to go up. Because they did not want 
to have them be so high in the beginning to be a drag on the econ- 
omy, they thought this was better to be done in gradual increments 
over time. 

I believe that revenues need to be thought of as part of the pack- 
age. I believe, even though I am a very strong supporter of bene- 
ficiaries and protecting the beneficiaries, that as a society, we think 
about what is the fairest way to ask people to pay for programs 
that we value as a society. And if that is partially from bene- 
ficiaries and partially from revenues, I am fine with that, but I 
think taking one side off the table and saying we are not even 
going to discuss it is very poor policy and not what the American 
public really wants to see happen. 

Mr. Pallone. Well, thank you. 

Let me ask you another question. In Congress we have been 
passing these so-called doc fixes to the SGR for more than 10 years. 
We have been patching the SGR for so long that the Congressional 
Budget Office doesn’t even take seriously the possibility we won’t. 
Is it fair to say that the SGR has become a budget gimmick? Isn’t 
it more fiscally responsible to pass the repeal-replace legislation 
without paying for it than to not pass it at all? 

Ms. Moon. Well, in many ways, that becomes a political issue. 
When I look at what Part B is all about, it says that you are sup- 
posed to pay for Part B out of general revenues and premium in- 
creases from beneficiaries as the costs go up over time. That will 
happen naturally if you change the SGR. There is nothing in the 

law people want to talk about the law and the trust funds and 

so forth that require you to pay for it. 

If as a Congress the Congress decides it wants to pay for things 
going forward, I don’t have a problem with that. My problem is 
then to say that it can only come out of beneficiaries as a solution 
I think is way too narrow a reading of what is good public policy. 

Mr. Pallone. Let me try to get this last one in. My Republican 
colleagues insist that we pay for the SGR repeal. However, they 
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had no problem voting to increase the deficit when it was politi- 
cally convenient. For example, last week they passed another ACA, 
you know, the 30-to-40-hour rule that would cost $53 billion. And 
they didn’t pay for that. And more than 50 times, they repealed the 
Affordable Care Act. And that would have cost the country more 
than $100 billion each time. So these doc fix patches have cost the 
American people $169.5 billion more than the $144 billion cost of 
the bipartisan, bicameral repeal. If we don’t do our job and pass 
the SGR repeal, how much more money will be wasted that could 
have been used for the permanent fix? 

Ms. Moon. Kicking the can down the road, as people have said, 
and having only temporary fixes is a really poor way to do policy. 
It is the absolute worst of all possible options, I believe. On the 
other hand, you also don’t want to see the SGR go into effect and 
slash payments to physicians and have people defect from the 
Medicare program. A question, I think, that you raise is a very le- 
gitimate one in terms of what is most important and how to 
achieve change. Just as I am opposed to having beneficiaries pay, 
I also think good policy means you do need to look at what you are 
going to do instead of this because we do make these decisions that 
affect health care going forward, but I think that there are a lot 
of solutions that one could look at and a lot of changes that need 
to be looked at, not as a way to pay for another fix but as policy 
unto themselves. If we think that raising taxes, there is a good rea- 
son to do it for some purpose, if we think that cutting benefits has 
a good purpose, those should be done on their own merits and not 
just because you are using them as an excuse to get another desir- 
able policy change. 

Mr. Pallone. Thank you. 

Thank you, Mr. Chairman. 

Mr. Pitts. The chair thanks the gentleman. 

I now recognize the gentlelady from Indiana, Ms. Brooks, 5 min- 
utes for questions. 

Mrs. Brooks. Thank you, Mr. Chairman. 

I happen to be one of the members of this subcommittee that 
does believe we need to explore ways to pay for this, and I would 
like to start out with Dr. Rivlin, because based on the breadth of 
your experience and your time working as an honest, data-driven 
policy expert and studying bipartisan manners of doing things, 
what would you say is the best chance and the best package that 
we could put together in a bipartisan way to pay for the offset of 

the SGR? If you could be queen for the day and pick and I know 

you have mentioned a few things already but if you could put 

together the package that you would like to see us start with, what 
would be in that package. Dr. Rivlin? 

Ms. Rivlin. Well, there would be quite a few items, and I would 
put in the increasing premiums at the high end. I would put in ac- 
celerating the transition to accelerating the incentives to pay- 

ment reform that I think is good in itself and would generate the 
savings. And I would put in rewarding the use of generic drugs 
more. I would put in more competition, competitive bidding, start- 
ing with lab tests, but you can use competitive bidding in quite a 
lot of things that Medicare providers buy. But I would put the big- 
gest emphasis, I think, on the transition to alternative payment 
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models because that is not on the backs of beneficiaries. Bene- 
ficiaries will benefit if they have better coordinated care and care 
that is directed toward outcomes rather than just more services. 

Mrs. Brooks. And I am glad that you emphasized that at the 
end because the proposals that you put forward would not be to the 
detriment of beneficiaries in your studies. Is that correct? 

Ms. Rivlin. Yes. Except for the increase in premiums, I don’t 
think the things that we are suggesting are on the backs of bene- 
ficiaries, as you have said. 

Mrs. Brooks. And, Senator Lieberman, knowing the congres- 
sional calendar the way that you do and based on your experience, 

and you have more experience 1 am just starting my second 

term negotiations on something as complex as this, binding the 

office offsets we believe necessary to pay for SGR most of us be- 
lieve how important is it that we begin to work now on this, 

and what advice would you have for this subcommittee and how we 
should accomplish this task? 

Mr. Lieberman. Thanks very much for the question. I mean, ob- 
viously, the sooner the better because the session moves on, but 
also you are facing the SGR deadline, which will be another crisis, 
and you will be into another time when people will be attaching all 
sorts of things to it and holding up action. And meantime doctors 
and beneficiaries will be very anxious about what is going to hap- 
pen, so I would say the sooner the better. 

The second is to acknowledge as you begin to negotiate that you 
have achieved something quite significant and a bit unusual in the 
current mood in Congress, which is you have agreed on an SGR re- 
placement and reform. I would say that to finance it, I personally 
have said that I think you have to offset it, and, frankly, beyond 
the philosophy or ideology of it, I don’t think it is going to pass if 
you don’t offset it so you have got to deal with that reality. And 
then it is a question of finding a balance of ways to do so. 

Incidentally, the proposal I have talked about, it doesn’t only, it 
doesn’t even primarily build on asking beneficiaries to do more. It 
asks people based on their income to do a lot more. I think one 
thing that is missed here, Mr. Chairman, Mr. Green, is that in the 

current situation, most people don’t realize but I know the 

Members do that most of Part B, doctors’ insurance, 75 percent 

is not funded by payroll taxes; it is funded by general revenue. And 
more than 80 percent of Part D, prescription drug, also funded by 
general revenue, tax revenue. That is fairly progressive, but it also 
hits a lot of middle-income people. Therefore, it is not as if, if you 
don’t do something here to ask a little more of beneficiaries and 
more of people of higher income, that the money is just going to 
come down from heaven. The general taxpayers are going to be 
paying more than their fair share. 

Look, you have been all through this. When the system works, 
people put the national interest ahead of everything else, and their 
constituents interest even though it is not short term, which this 
program is going to go belly up unless there is a compromise agree- 
ment to save it. 

Mrs. Brooks. Thank you. Thank you for continuing to care and 
to share with us your advice. 

Thank you. I yield back. 
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Mr. Lieberman. Thank you. 

Mr. Pitts. The chair thanks the gentlelady. 

I now recognize the gentleman from Massachusetts, Mr. Ken- 
nedy, 5 minutes for questions. 

Mr. Kennedy. Thank you, Mr. Chairman. 

Thank you. Ranking Member. 

And, once again, thanks to the witnesses for your testimony. 
Thank you for your service and all the work that you have dedi- 
cated to these important issues. Thank you for sticking around so 
long this morning. 

It is a nice thing to do when you get all the way down to this 
end. So I appreciate it. 

Dr. Moon, there have been a number of comments today and we 
have heard from a number of folks, both elected officials and policy- 
makers, that have suggested that the financial Outlook for Medi- 
care is bleak, that it is potentially near bankruptcy, indicating that 
without urgent action, the program won’t be financially solvent in 
the near future. That has been at times used to justify some pretty 
significant cuts to the program. Can you help us understand the fi- 
nancial health of Medicare and what fiscal challenges and what 
kind of time frame we are looking at in terms of ability for current 
Medicare revenues and the Medicare Hospital Insurance Trust 
Fund to continue to cover the cost of the program? 

Ms. Moon. The Medicare program and the Social Security pro- 
gram are both very different than other parts of the Federal budget 
because we look 75 years ahead and try to figure out what is hap- 
pening in these programs. Technically speaking, the spending on 
defense faces insolvency at the end of this fiscal year because you 
have to fund it. That is not the case for Medicare and Social Secu- 
rity, and in many ways, I believe the trust funds were established 
to try to be an early warning device and not as a bludgeon to say, 
you are going to have to cut the program, but rather to say, what 
does it look like it will take to continue forward with the program? 

Then it is totally legitimate to ask when that outlook becomes 
bleaker, what should we do? Should we raise taxes? Should we cut 
benefits? Should we find others ways to change the program to im- 
prove it. I don’t think anyone here would disagree that if you could 
find ways to make Medicare more efficient and more effective, we 
should do that in a heartbeat. The question is when you have done 
that as much as you can, then who do you hold accountable? Do 
you say, beneficiaries, you are the ones on the hook for this, or, as 
taxpayers, we are also on the hook for this, and I believe it has to 
be a shared responsibility. I believe, therefore, that it is convenient 
sometimes to talk about the trust fund as forcing us into action, 
and that can be used very effectively. It can also be used to justify 
poor policy as well in an emerging situation. 

It is also the case that the trust fund balance looks better and 
worse. I was a public trustee from 1995 to 2000, and my husband 
always likes to say I saved the program, that it went from 4 years 
before bankruptcy to 37 years. And it had almost nothing to do 
with me. It had to do with policy changes that were made, most 
of them in terms of improving the program over time and not pe- 
nalizing beneficiaries. 
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Mr. Kennedy. Just kind of bouncing off that for a second, Doctor, 
and some comments by the ranking member of the committee, Mr. 
Pallone, and actually Mr. Schrader as well, both of whom, and I 
am sure others have as well, mentioned the impact of the Afford- 
able Care Act on the solvency. Could you discuss that a bit? And 
I understand that the trust fund is now in good standing for an ad- 
ditional 4 years out to 2030, given current estimates. But given the 
fact that there have been some savings realized, particularly over 
the past several years, forecasting that forward, what do you an- 
ticipate? 

Ms. Moon. Forecasting forward is always very difficult because 
there are a lot of things that can happen. No one expected Medi- 
care to slow down as much as it did, although it was kind of a 
happy combination of several things or an unhappy combina- 

tion, I might say, in terms of the poor health of the economy cer- 
tainly contributed as well as these reforms that we think are im- 
portant. 

I believe we are on the cusp of making major changes in health 
care because we have to. Health care is expensive for everyone, not 
just for the Medicare program, but for all of us who use healthcare 
services. We need to get those costs under control. And I believe 
that we are now serious as a country about doing that. The ACA 
put in place a lot of reforms, not all of them aimed just at Medicare 
but aimed at changing the healthcare system overall that show 
promise and are supposed to be evidence-based in moving forward. 
There are going to be fits and starts. Some of them are going to 
work well. Some of them are not. We are not going to be able to 
put anything on automatic pilot. We are going to have to keep 
working at it. 

But I am reasonably optimistic that we are going to find ways 
to keep the costs of health care within bounds over time and that 
the health of the trust fund will look pretty good even if we don’t 
do a lot of other things except work on these reforms over time. 

Mr. Kennedy. Thank you. Doctor. 

My time is up. I yield back. 

Mr. Pitts. The chair thanks the gentleman. 

I now recognize the gentleman from Texas, Dr. Burgess, 5 min- 
utes for questions. 

Mr. Burgess. Thank you, Mr. Chairman. 

Again, thanks for doing this hearing so early in the new term. 

Senator Lieberman and Dr. Rivlin, let me just ask you a question 
because I wasn’t here when Medicare started. I am not implying 
that either of you were. 

Mr. Lieberman. I want to be clear that I wasn’t either. 

Mr. Burgess. But my study of the situation, the Medicare Part 
B premium was originally 50 percent and was later reduced by 
Congress to 25 percent. Is that not correct? 

Mr. Lieberman. That is correct. 

Mr. Burgess. There has already been a major adjustment as to 
where those moneys actually come from. I do want to add just that 
it has been brought up by several other Members, but I think it 
is important that we pass this. It was important last year. I regret 
very much that the Senate did not attach as much importance to 
it as the House did. I think there was a real opportunity that was 
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missed last year, but it is up to us to make our own opportunity 
this year. We do have to get to 218 votes in the House. Last March, 
we got a vote on the repeal of the sustainable growth rate, the es- 
sential policy that I already referenced, and it attracted every Re- 
publican vote and two dozen Democrats. It was a significant vote. 
That path to 218, I believe includes a path that is offset. And the 
overseas contingency operation money, maybe, maybe not, but I 
think those contingencies overseas are actually happening even 
this morning so that money may, in fact, no longer be there. 

Senator Lieberman and Dr. Rivlin, you have both been there; Dr. 
Rivlin, in the administration, and Senator Lieberman in the Sen- 
ate. You have been there when big deals were done, when hard 
things were done, hard legislation was passed, and people had to 
come to agreements and compromises. Do you think that with what 
you know of where we have been already with this, isn’t it now 
time to get that deal done and to get those compromises done? Can 
you foresee a path forward where this one can actually move? 

Ms. Rivlin. I can. I am also an optimist about these things, but 
there are many examples, welfare reform, for example, wasn’t any- 
thing that either side exactly loved, but it did get done. And I think 
you are at that moment when you could have the advantages of fix- 
ing the SGR and also putting the whole health system on a better 
track. 

Using the overseas contingency fund seems to me to forego the 
opportunity that you have to pay for the SGR repeal with pay-fors 
that are actually good health policy. That is what you ought to be 
looking for, and I think there are quite a large number of them. 

Mr. Lieberman. Thanks, Congressman. 

It seems to me that, again, I repeat, you have taken a big first 
step in the agreement on SGR replacement. Now, in a way, you are 
at the hard part, which is, how do you pay for it? But if you have 
got the will, you can do that. There are all sorts of ways to pay for 
it reasonably. 

Now, the reason I am proposing that, if I may cite again the phi- 
losopher of Chicago, Mr. Emanuel, “A crisis is a terrible thing to 
waste.” You have got a crisis here 

Mr. Burgess. That actually didn’t work out for us so well. 

Mr. Lieberman. Yes. No. I remember that. I was hoping your 

memory was short, but the reality is that let me cite these 

numbers that really struck me when I was working with Senator 
Coburn. So our proposal was estimated by the various authori- 
tative groups to save between $500 billion and $600 billion over 10 
years, but here was the stunner: $10 trillion reduction in the 75- 
year projection of unfunded liabilities of Medicare. 

So if you use this SGR crisis, if I can refer to it that way, and 
then fund your answer to the problem, your solution to the prob- 
lem, with some Medicare reforms you can agree on, then you are 

going to have an you are not only going to solve that problem, 

you are going to have an enormous long-term effect on the viability 
of the Medicare fund. 

And, look, the public is it is sort of unconventional politics. 

Maybe I see this more from outside than I did inside. I think the 
public really wants Members to do things that aren’t convention- 
ally political, and say no to some groups but say yes to the future 
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of Medicare, to the future of the country, in the sense that it is not 
going to be burdened by unbelievable debt. 

Mr. Burgess. Dr. Rivlin, I just want to point out that along the 
lines of being an optimist, I have introduced an SGR repeal every 
term in Congress since 2003, even 

Ms. Rivlin. Good. 

Mr. Burgess. So we only had to push one stone up one hill. 

Ms. Rivlin. Someday it will happen. Maybe this day. 

Mr. Lieberman. You deserve a medal. 

Mr. Pitts. The gentleman yields back. 

The chair recognizes the gentlelady from Florida, Ms. Castor, 5 
minutes for questions. 

Ms. Castor. Well, thank you, Mr. Chairman. 

And, Mr. Chairman, and, to Ranking Member Green, thank you 
very much for making this one of our first hearings of the new ses- 
sion. 

There is nothing more nonsensical than the SGR patch from year 
to year by the Congress. It is absurd. And we need to act now to 
permanently repeal it. And time is of the essence, because the cur- 
rent patch runs out at the end of March. And I am heartened, be- 
cause we did have a bipartisan bill last term. We came very close. 
And we need to work together to get that bill on the floor and fix 
this once and for all. 

That bill is important, because it repeals the SGR and it estab- 
lishes a new framework for reform, what Dr. Rivlin has said, more 
efficiencies, and Dr. Moon says, a greater coordination of care. It 
simply now begins to transition Medicare from a volume-based sys- 
tem to one on value, coordinating care, the new medical homes. We 
are smarter now. We have learned the lessons of the past, and we 
need to put them to work. 

I would encourage my Republican colleagues, as they move to- 
wards the budget season, that they dispense with the very sim- 
plistic balance sheet policy that says Medicare should be a voucher 
system or premium support, because it simply shifts the cost to the 
beneficiaries; it does not solve the overarching issues of what we 

have learned over time. And it is an important in reform, the 

much more difficult piece is going to be reform. And it is not one 
size fits all. It is pharmaceutical costs. It is working to weed out 
fraud and abuse. It is a lot of the ideas that have been floated 
today, but one idea that was floated that I think we need to set 
the record straight on right now is that asking beneficiaries to put 
more skin in the game, whether it is the Medigap or others, is 
going to save us money, because I know a lot of economists believe 
beneficiaries need to have more skin in the game, but the National 
Association of Insurance Commissioners reviewed the literature 
just recently and put together an expert analysis. They were un- 
able to find any evidence that cost sharing encouraged appropriate 
use of healthcare services. In fact, they found that cost sharing 
would result in delayed treatments that could increase cost and re- 
sult in adverse health outcomes. 

Dr. Moon, are you aware of this analysis? And do you 
agree 

Ms. Moon. I am aware of this analysis and analyses that go back 
many, many years to where what you find in many cases is the 
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way that cost sharing works is it pushes costs onto someone else. 
And if they can’t afford to pay, then they don’t get the care. 

It very seldom discourages use of unnecessary services. It, like 
the SGR, is a really broad-based penalty, where you are trying to 
discourage behavior that is a much more subtle behavior. You don’t 
want people not to go to doctors. You want people not to get unnec- 
essary care. And to have an across-the-board requirement that peo- 
ple pay X percent or put certain amount of skin in the game just 
doesn’t get you there. 

And, in particular, remember that most healthcare spending is 
for people once they are well in the grips of the healthcare system, 
and they are not asking any questions about use of services. Those 
are the very sick. Those of us who are healthy account for such a 
trivial part, that having us be a little bit savvier consumers just 
doesn’t really work out. 

Cost sharing just is a pretty unsubtle mechanism to use. There 
may be times when you use it, and we certainly use it because we 
are asking people to share in the costs of healthcare, but let’s not 
assume that it is this subtle mechanism. It is simply saying, we are 
going to ask you to pay more instead of us. 

Ms. Castor. Thank you very much. 

And I would like to ask unanimous consent, Mr. Chairman, to 
submit into the record the analysis and letter from the National 
Association of Insurance Commissioners on the topic. And Amer- 
ica’s Essential Hospitals also have submitted a letter for the record. 

Mr. Pitts. Without objection, so ordered. 

[The information appears at the conclusion of the hearing.] 

Ms. Castor. And I will just make one final point before I close, 
and that is to really encourage my colleagues on the Republican 
side. We were so close last year, and the SGR repeal was combined 

at one point with one of the how many, 50 in the series of 

repeal of the ACA, wholesale repeals. This is too serious to do that 

again. We are ready we are so close. And the longer we put it 

off, the more expensive it will be, so I will encourage us to get to 
work and really shoot for resolution by the March 31st deadline. 

Thank you, and I yield back. 

Mr. Pitts. The chair thanks the lady, and now recognizes the 
gentleman from Illinois, Mr. Shimkus, 5 minutes for questions. 

Mr. Shimkus. Thank you, Mr. Chairman. 

And I also want to thank you for staying a longer period of time. 
I am a fairly senior Member, but I didn’t get here on time, so I got 
pushed down to the bottom. 

In fact. Senator Lieberman, I was here in 1997 when we at- 
tempted to balance the budget, and the SGR arrived. 

Mr. Lieberman. Right. 

Mr. Shimkus. And we have been fighting the battle ever since, 
so I am part of the problem of where we are at today. 

Mr. Lieberman. Both of us are. 

Mr. Shimkus. And so I thought Tom Coburn served in this 

committee when he was a House Member, and we know him well. 

And, Dr. Rivlin, I was one of the 16 Republicans who supported 
the Simpson-Bowles 

Ms. Rivlin. Good. 
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Mr. Shimkus [continuing]. Vote that we had on the floor. There 
was only 38 Democrats who supported that, and 54. Just shows 
you the challenges we have. 

Mr. Lieberman. Right. 

Mr. Shimkus. I always put a chart up on the screen. It is a budg- 
et chart; I think it is 2013. And it just highlights what you all 
know and the message that we have got to continue. I think former 
chairman of the Joint Chiefs of Staff said the debt is a threat. Now 
we are at $18 trillion. So when we have these government shut- 
downs and battles, it is only on the blue portion. The red is run- 
ning uncontrolled. It is an entitlement system, mandatory spend- 
ing; it is things that we don’t get control over. 

So I just think it is wonderful that you are here, because the pro- 
posal is, if I understand, listening to a lot of great questions, is that 
we have an opportunity to use the SGR debate and tweak the man- 
datory spending, or the entitlement side, which has to be done. We 
just can’t no longer continue to go down this path. And I do think 
there are people willing to, but I was talking to Dr. Burgess, and 
I asked him, do you really think we could tie these two together? 
And you hear some of my colleagues, no, don’t touch it. Let’s fix 
SGR. We will live to fight on the mandatory spending another day. 

So insurance companies would do actuary tables. They would 
look at the amount of money they would have available to meet 
their obligations. So the question is tweaking that. And the bene- 
fits are really long term. 

I think. Senator Lieberman, on your opening testimony you 
said well, you mentioned $10 trillion down. 

Mr. Lieberman. Yes. 

Mr. Shimkus. That is not chump change. That is real money here 

in Washington these days. So one of the simple questions is and 

again, and. Senator Lieberman, in your testimony, you mentioned 
the Social Security Administration. There are a lot of seniors whose 
annual income is over $1 million, so can’t we ask them to pay a 
little bit more into the Medicare beneficiary that they are receiving 
if they are taking that? I don’t think that is out of line. In fact, 
these entitlement programs are for the most needed. There is al- 
ways this debate. Well, they paid in it, they are entitled to it, so 
they get it, regardless of how many have been blessed by this coun- 
try and the largesse of their ability to accrue wealth, and I think 
we better have it for the poor. 

Senator Lieberman? 

Mr. Lieberman. Look, we should ask the wealthy to pay more. 
And in the proposal that Senator Coburn and I put forward, we did 

ask the wealthy to pay more. Frankly, it is still Medicare is still 

a better deal than they could generally get in the private sector. 

And, again, I would say that because Part D and Part B are 
mostly paid for by general tax revenue, and I will a dispropor- 

tionate share of the general tax revenue comes from the wealthy. 
They are paying for a lot of the program. But I do want to come 
back to what I said: It is not as if the current system is fair to ev- 
erybody. The middle class is also paying a lot of taxes, and those 
taxes are paying for most of Part B doctors and Part D prescription 
drugs. 
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So sure, I mean, it is consistent with our whole system. We 
should arrange to fix this in the fairest and, dare I use the word, 
most progressive way we can. 

Mr. Shimkus. And, Dr. Rivlin, you talked about how raising 
taxes might be counterproductive in your testimony. Did I read 
that correctly? 

Ms. Rivlin. I don’t remember saying that, but I am in favor of 
more revenues, actually, in general, but in a balanced way, in the 
way that we did in Simpson-Bowles and the Domenici-Rivlin plan, 
which involves major tax reform, getting rid of many of the loop- 
holes that benefit upper-income people. If you do that right, you 
can actually lower the rates. 

Mr. Shimkus. Right. Right. Well, again, these are debates that 
I have been yearning for, for my now 19th year of being here in 
Washington. We just can’t hide underneath the rock. And I am 
glad you have come, and I look forward to working with you. 
Thank you very much. 

Mr. Lieberman. Thanks, Mr. Shimkus. Seize the moment. 

Mr. Pitts. The chair thanks the gentleman, and now recognizes 
the gentleman from New York, Mr. Engel, 5 minutes for ques- 
tioning. 

Mr. Engel. Thank you very much, Mr. Chairman, and thank you 
for holding this hearing. 

And congratulations to Mr. Green for being in his position. And 
I want to thank all the panelists for really good testimony. 

My good, dear friend Joe Lieberman and Dr. Rivlin, Dr. Moon, 
thank you so much. 

What strikes me because the questions I had to ask have long 

since been asked and answered what strikes me in listening to 

the panel is you are all saying different things, but you are also 
really saying the same things. And I really agree with much of 
what each of you has really said. 

Dr. Rivlin, you just finished the last question with something I 
was going to ask. You know, yesterday President Obama spoke at 
the State of the Union and talked about a middle class tax cut and 
he talked about funding colleges, community colleges, with free tui- 
tion. And I agree with both of those proposals. And he said that 
in doing that, he would get the money by asking the very wealthi- 
est to pay just a little bit more. 

You, Dr. Rivlin, just spoke about general tax revenues. 

You know, it seems to me there is a lot here that we all agree 
on both sides of the aisle. We recognize that the SGR needs to be 
repealed and reformed, that it needs to be fixed permanently, and 
that this is a very good opportunity to fix Medicare. Joe Lieberman, 
I think, laid out a compelling case about if we just do nothing, we 
are really going to be in trouble. 

And if we are going to be honest with each other, my colleagues, 
there is plenty of blame to go all around. On this side of the aisle, 
we won’t even look at some of the things that people say we need 
to have if it is going to be balanced. And on the other side of the 
aisle, you won’t even consider any kind of tax increases whatso- 
ever. And the truth of the matter is we have to take our blinders 
off and kind of look and see. 
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I agree that the beneficiaries should not bear the major cost of 
it, but I wonder if you could, Dr. Rivlin, just elaborate a little bit 
on what you started to say in answer to the last question about 
general tax revenue, about changing some of that to get more 
money into the Medicare program. 

Ms. Rivlin. Well, I favor, as I said, comprehensive tax reform, 
and I think you can do that in a way that raises more revenues 
and is more progressive. That is an OK term. But I would caution 
this committee against getting too far afield. You have already 
done a really constructive piece of work in this tri-committee bill. 
Strengthen it; and pay for it; and pay for it in a way that acceler- 
ates the payment reform in Medicare and makes Medicare a more 
efficient program. And you can find various ways of doing that, but 
I wouldn’t take on the burden of reforming the whole tax system 
in this context, because you have got a big opportunity to do some- 
thing very important right here in this committee. 

Mr. Engel. Well, I do think that if we are really going to hope- 
fully down the road have a much greater fix, that we are going to 
have to talk and be honest about general tax revenues. 

Senator Lieberman, I am wondering if you could elaborate a little 
bit more on, in your proposal, general tax revenues were not a part 
of this. Is there a reason why? And do you think we could combine 
the two 

Mr. Lieberman. Right. 

Mr. Engel [continuing]. And perhaps come up with a 

Mr. Lieberman. Well, it is a good question. Thanks, Congress- 
man. 

We were working really as best we could within the system, so 
we added some progressive elements to it. I mean, we asked the 
people, based on income, to pay more for Part B and Part D. We 
set a limit of out-of-pocket expenses for people at $7,500, which 
was something I appreciated very much that Dr. Coburn was will- 
ing to support, but we raised that up to $22,500 for individuals 
who make more money. So we tried to be comprehensive about it, 

but I think the other thing that has to be recognized 1 repeat 

myself, and I apologize is that it is general revenues that are 

paying for most of Part B doctors and Part D prescription drugs 
now. 

The system is a fairly progressive system now, not just the Medi- 
care financing but our tax system overall. I am not against tax re- 
form that in some ways makes it more progressive. But that has 
to result from a give and take in which both sides feel that they 
are getting something that they believe in. 

Mr. Engel. And, just in conclusion, the truth of the matter is, 
I believe there are a lot of people on both sides of the aisle that 
have political courage to do the right thing, but you want to have 
the political courage and do the right thing if you know it is real. 

Mr. Lieberman. You know it is real. 

Mr. Engel. It is real. 

Mr. Lieberman. I agree. 

Mr. Engel. If you have political courage, but it is not real, it is 
really a lose-lose situation. 

Mr. Lieberman. Yes. 
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Mr. Engel. And I think, I hope that we can make this real, be- 
cause we do know that this can’t continue, and we don’t want to 
hurt the beneficiaries. Thank you. 

Mr. Lieberman. I agree. It is great to see Mr. Kennedy here. 
There are some familiar names: Sarbanes, Matsui, Kennedy. 

But Teddy used to always say that, with his members of his com- 
mittee particularly in the last period of his life Mike Enzi, pret- 
ty conservative Republican if we agree on 60 percent or 70 per- 

cent or 80 percent on this given issue, let’s do it. Let’s forget about 
the other 40, 30, 20 percent. And President Reagan said that too. 
He would much rather get 50 percent of what he wanted rather 
than sort of hold his flag high while he was going over the edge 
of a cliff. That makes a lot of sense. 

Mr. Guthrie. Thank you. 

The gentleman’s time has expired. 

I recognize Mr. Griffith from Virginia. 

Mr. Griffith. Thank you, Mr. Chairman. I appreciate it. This is 
a marvelous panel. I appreciate listening to your testimony here 
today. I am proud of the work that we have done over the last 2 
years, and hopefully we can finish it up this year. 

One of the champions in that cause in leading the way has been 
Dr. Burgess of Texas, and I accordingly now yield my time to the 
good doctor. 

Mr. Burgess. Well, I thank the gentleman for yielding. 

I just have a couple of follow-up things that I wanted to cover. 
And it is really too bad that Mr. Shimkus has left, because I want- 
ed to give him some comfort that this actually 

Mr. Shimkus. I am watching you. I have got your back. 

Mr. Burgess [continuing]. That some of the changes that led to 
the SGR were actually implemented in Congress in 1988, and that 
led to the update adjustment factor that got us into some of this 
mess where we are. So I wanted to alleviate that burden from my 
friend from Illinois because I know he carries it around, and it is 
a very heavy burden. 

I also want to address the issue of, we talk about how Medicare 
spending has been reduced. And, in many ways, it was a pleasant 
surprise in January of 2013 when the CBO came out and said. 
Hey, we put SGR repeal on sale. After the 2012 election, I had put 
a lot of hope in the fact that Governor Romney was going to win 
the election; Paul Ryan would be the vice president; we would have 
a full-throated implementation of premium support; and, over time, 
the SGR argument would simply go away, because premium sup- 
port would replace it, there would no longer be a need for the SGR. 
Well, that didn’t happen. But then the Congressional Budget Office 
came to the rescue of SGR reform and put it on sale. 

But, yes, the recession may have caused part of that. The SGR 
itself may be responsible for some of the reduction. The Affordable 
Care Act, yes, it hadn’t really been implemented for all that long. 
But, 10 years ago. Part D happened, and a lot of us ar^ed prior 
to the passage of Part D that, hey, if we pay for the Lipitor, there 
may be fewer episodes of congestive heart failure requiring hos- 
pitalization. And it is, in fact, and I have not seen any study now 
of the 10-year effect. Here is an interesting point. We are almost 
at the 10-year point of the implementation of Part D. Has anybody 
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gone back and looked at what were the actual savings? We were 
all told what it was going to cost. It didn’t cost that much. 

But there were actually some benefits, because when Medicare 
originally passed, it paid for the doctor visit, it paid for the hos- 
pitalization, it didn’t cover prescription drugs. My dad was a gen- 
eral surgeon. I used to tease him; I said. Well, back then, you only 
had two drugs, penicillin and cortisone, and they were interchange- 
able. I know. He didn’t think it was funny either. But the prescrip- 
tion drug part of Medicare was an important change that needed 
to occur, and now we may be reaping the benefit from that. 

But it would also be a shame to let this moment 1 appreciate 

so much your forbearance and your indulgence today to let this 

moment pass without fixing this. The gentlelady from Florida said. 
Well, last time you put a pay-for on it, it was untenable. Might I 
remind everybody, it passed the House with that offset. And we can 
do that again. There are actually more of us now than there were 
last March, and we can pass it in a partisan vote, if necessary, but 
how much better would it be if we all sat down and did that very, 
very difficult, very troublesome, very nettlesome work of providing 
the offset and made this a meaningful and lasting solution to a 
very nettlesome problem? 

I will accept your observations. 

Mr. Lieberman. Well, I say. Amen, really. The other thing I 

would say, you make a really important point and, obviously, 

not every prescription that everybody gets reimbursed through Part 

D is exactly necessary but overall, to me, it just seems and 

we don’t really say this enough and appreciate it enough axio- 

matic, really self-evident that the part of why, generally speaking, 
we are living longer is because of the positive impact of prescrip- 
tion drugs on the health of the American people, and Part D made 
those drugs much more accessible to many, many more people, mil- 
lions more people. 

Ms. Rivlin. Yes. Well, I would add my amen too, and the hope, 
as I have said before, that you seize this opportunity to move ahead 

and make Medicare put it on a track to becoming a more cost- 

effective program than it is because the pay-fors that have been 
suggested are not just beneficiary cuts. They really would move in 
the direction of making Medicare a more efficient program. 

Mr. Burgess. I thank my friend from Virginia. 

I will yield back. 

Mr. Griffith. I yield back. 

Mr. Guthrie [presiding]. Thank you, gentleman. 

Time has expired. 

Mr. Collins from New York is recognized. 

Mr. Collins. Thank you, Mr. Chairman. 

Since I am last, I will be as brief as I can, but as the junior 
Member here, in listening to this testimony, it has been an eye- 
opening discussion where we all agree that we need sustainability 
and we can’t keep kicking the can, as we have done with the SCR 
doc-fix that. Senator, you called broken and needs to be done away 
with. 

So here is my real question. I think what we are talking about 
is access. The difficulty of Medicaid is access. The doctors aren’t 
paid much. Therefore, doctors don’t see Medicaid patients. The fear 
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of the SGR implementation would be if a 21-percent cut took place, 
access would be problematic for our seniors. So that is the over- 

arching piece is access, and now we are into the details of pay-fors. 
And I certainly agree with Mr. Shimkus: Let’s make sure this is 
real, and it doesn’t add to the deficit and debt that our children are 
inheriting from us. 

So my question really. Dr. Rivlin, would be, when I look at our 
new program, a half of 1 percent increase for 3 or 4 years, then 
freezing that for the next 5 years, I am seeing a lot of long-term 
projections here that are talking about increases; we will fix it now, 
but then the increases the docs will see half of 1 percent a year, 
maybe 1 percent a year. 

Now, if we are in the inflationary environment we are today, 
which is all but no inflation, that is one thing, but I am curious, 
because you have spoken about access before all the way back to 
2002 when we first were facing a potential 2 percent cut, what do 
you think about the new payment plan and the fact that the in- 
creases are very small for the next 10-plus years, and could we be 
back having this discussion if inflation were to take off in any way? 
So just curious of your take on that. 

Ms. Rivlin. You could be. I don’t see inflation as an imminent 
threat. And long before inflation generally comes back, I think you 
could get the whole health system on a better track such that al- 
most everybody, and I don’t mean just Medicare beneficiaries, was 
in some kind of integrated health plan that was coordinating their 
care and giving them as good care as they could get but not waste- 
ful and excessive care. 

Mr. Collins. Yes. 

Ms. Rivlin. But I think you can move in that direction and that 
you have a way to do that starting with this bill that you have. 

Mr. Collins. Thank you. 

Senator, do you have any thoughts on that? 

Mr. Lieberman. Well, I agree that this is the moment. 

Mr. Collins. No. My question was, are we at all at risk, do you 
think, fixing it now and we would be done with it 

Mr. Lieberman. Right. 

Mr. Collins [continuing]. But then the payment schedule set 
going forth has such small increases 

Mr. Lieberman. Oh, you mean in the current SGR replacement? 

Mr. Collins. Yes. Are we opening the door to a problem down 
the road? 

Mr. Lieberman. It is possible, but I tell you, you have done 
something so significant that so improves on the status quo, and 
the repeated crises that called for the doc-fixes and the contortions 
that that invited here in both Houses of Congress by Members of 
both parties who took advantage of it and created a mess, really, 
in the public view, on balance, I don’t have any hesitation to say 
that I think what you have done is worth supporting. 

It is not perfect, but when was the last time any of us did any- 
thing perfect? It is an improvement, and it is a bipartisan, bi- 
cameral improvement. And Lord knows, it might just start a cycle 
of virtue here in accomplishment in Congress that would go on to 
other areas as well. 
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The people really need to be given a basis for hope, honestly, and 
you can begin it right in this subcommittee. 

Mr. Collins. Well, I agree. 

Your testimony has all been great today, and I personally want 
to thank you for staying over an extra half-hour, 45 minutes while 
we did this. 

And thank you. Chairman. I yield back. 

Mr. Guthrie. Thank you. 

The gentleman yields. 

We really do appreciate the panel, it was outstanding, out- 
standing testimony and very informative, and we do have a lot of 
work ahead of us. 

All members have been recognized. I want to remind the mem- 
bers they have 10 business days to submit questions for the record. 

And I ask the witnesses to respond to the questions promptly. 

And members should submit their questions by the close of busi- 
ness on February the 4th, 2015. 

And, without objection, the subcommittee will stand in recess 
until 10:15 tomorrow morning. 

Without objection, so ordered. 

[Whereupon, at 12:46 p.m., the subcommittee was adjourned.] 

[Material submitted for inclusion in the record follows:] 
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January 20, 2015 


The Honorable Fred Upton, Chairman 
Energy & Commerce Committee 
United States House of Representatives 
Washington, DC 20515 

The Honorable Joe Pitts, Chairman 
Energy & Commerce Committee 
Subcommittee on Health 
United States House of Representatives 
Washington, DC 20515 


The Honorable Frank Pallone, Ranking Member 
Energy & Commerce Committee 
United States House of Representatives 
Washington, DC 205 1 5 

The Honorable Gene Green, Ranking Member 
Energy & Commerce Committee 
Subcommittee on Health 
United States House of Representatives 
Washington, DC 20515 


Dear Chairman Upton, Ranking Member Pailone, Chairman Pitts and Ranking Member Green; 

The undersigned organizations share a commitment to advancing the health and economic security of older 
adults, people with disabilities and their families. We are writing to submit a formal statement for the Januar 
21 and 22, 201 5 Health Subcommittee hearing, “A Permanent Solution to the SGR: The Time Is Now.’' 

The Sustainable Growth Rate (SGR) formula must be replaced, and we urge Congress to enact a permanent 
solution for the critical health care “extenders” that have traditionally ridden on bills to patch the SGR 
payment system. In the absence of a permanent SGR solution, we believe that Congress mu.st enact a 
temporary patch to avoid drastic cuts in Medicare physician payment, and to ensure that equal extensions are 
granted for programs and policies critical to the health and well-being of Medicare beneficiaries, including 
the Qualified Individual (QI) program, outpatient therapy caps, low-income outreach and enrollment 
assistance and the Aging and Disability Resource Centers (ADRCs). 

The SGR formula is fundamentally flawed and permanent changes to the Medicare reimbursement system 
are long overdue. Congress has been forced to enact 17 temporary legislative patches since 2003, creating 
unnecessary uncertainty for providers. Recent bipartisan proposals to fix the SGR begin moving the current 
volume-based payment system towards one that incentivizes quality, efficiency and innovation. 

While it is in the best interest of Medicare beneficiaries and their doctors to find a permanent SGR solution, 
an SGR fix should not increase the burden of health care costs for people with Medicare, jeopardize access t' 
needed care, or worsen the already tenuous economic circumstances facing many people with Medicare. Hal 
of ail Medicare beneficiaries — more than 25 million older adults and people with disabilities — live on annua 
incomes of S23.500 or le.ss, and one quarter live on S14,400 or less.’ Most people with Medicare cannot 
afford to pay more for health care, and we oppose proposals that would shift additional costs onto them. 

Additionally, any SGR solution, either permanent or temporary, must include a matching fix for key 
extenders policies, which are historically addressed by Congress alongside SGR patches. Specifically, we 
support making the expiring QI program permanent. The QI program provides needed Part B premium 


' Jacobson, G., Huang, i., Neuman. T., and K.F., Smith, "Income and Assets of Medicare Eknelicianes, 20 1 3 - 2030,'’ (Kaiser Family Foundation 
Jaiuiaiy^ 2014). available at hit n ■k tToiu'repori-s ection''inc o me- ; ind-assels-Qr-inedicare-bencnc i aric s-2013-2Q30-issuc-bricf-savi!igs-or-!T iedicare- 
bcricfidaiies’ 
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assistance to low-income Medicare beneficiaries with incomes from 120% to 135% of the federal poverty 
level — about $14,000 to $15,750 — and less than $7,160 in assets for an individual. Failure to make the 
program permanent would seriously threaten vulnerable Medicare beneficiaries’ economic security and 
access to physicians. In addition, in the absence of full repeal of Medicare outpatient therapy caps, we 
support making the exceptions process permanent. Finally, we support permanently extending funding for 
critical community-based resources that are also expiring. This includes outreach and enrollment assistance 
to low-income Medicare beneficiaries and ADRCs, the “no-wrong door” network of long-term care services 
and supports information and referral services. 

As another SGR deadline approaches, we hope you will act to replace the SGR, and we urge you to enact 
permanent solutions for health care extenders policies that are vital to the health and financial well-being of 
people with Medicare. Thank you. 

Sincerely, 

AFL-CIO 

AFSCME 

Alliance for Retired Americans 

AMDA - The Society for Post-Acute and Long-Term Care Medicine 
American Association on Health and Disability 
B’nai B’rith 

Center for Elder Care and Advanced Illness 
Center for Medicare Advocacy, Inc. 

Medicare Rights Center 

National Academy of Elder Law Attorneys 

National Adult Day Services Association 

National Association of Geriatric Care Managers 

National Committee to Preserve Social Security and Medicare 

National Consumer Voice for Quality Long-Term Care 

National Council on Aging 

National Senior Citizens Law Center 

OWL - The Voice of Women 40+ 
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STAND FOR QUALITY 

in Health Care 


The Honorable foe Pitts 
Chairman 

Committee on Energy and Commerce 
Subcommittee on Health 
2125 Rayburn House Office Building 
U.S. House of Representatives 
Washington, D.C. 20515 

The Honorable Gene Green 
Ranking Member 

Committee on Energy and Commerce 
Subcommittee on Health 
U.S. House of Representatives 
2322A Rayburn House Office Building 
Washington, D.C. 20515 

january21. 2015 

Dear Chairman Pitts and Ranking Member Green: 

Stand For Quality (SFQ}, a coalition of diverse private health care organizations, including physicians, 
nurses, hospitals, payers and consumers, commends the Committee on Energy and Commerce for its 
continued focus on Medicare payment reform and permanent repeal of the Medicare Sustainable Growth Rate 
(SGR). SFQ strongly supports repealing the Medicare SGR and transitioning to a payment system that bases 
physician reimbursement on the quality of care provided, thereby ensuring greater value for our health 
care dollars. Given that the private sector often mirrors Medicare's payment structure, creating a value- 
driven payment system in Medicare could also have positive implications for the rest of the health care 
system. 

We commend the Committee’s intent to move Medicare physician reimbursement away from the volume- 
based fee-for-service model and towards a payment system that rewards quality. Successful reform, 
however, will require engagement and buy-in from a broad range of health care stakeholders, including 
consumers. It is therefore critical that the Committee not only consider diverse viewpoints during the 
policymaking process; the Committee must also ensure that continued multi-stakeholder participation is 
preserved in and supported by the accountability framework that replaces the Medicare SGR. 

Specifically, we strongly encourage the Committee to ensure that final legislation to repeal the Medicare 
SGR and replace it with a merit-based incentive payment system explicitly provides for multi-stakeholder 
input into the quality measures used to measure the performance of participating Medicare providers. 
Indeed, quality measurement in final SGR reform legislation must actively engage not just those who 
deliver the care, but also those who receive care and pay for care, as well as other stakeholders. 

Quality measurement and reporting is a foundational building block for improving the quality and value 
of health care in the United States: we cannot improve what we do not measure. Measuring and reporting 
on health care quality sheds light both on best practices and on w'hat needs improving. Increased 
application of quality measurement and reporting across health care settings has already led to improved 
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health outcomes and lowered costs. For example, we have seen decreases in the rates of health care 
acquired conditions, such as Central Line Blood Stream Infections. Central Line Blood Stream Infections 
have declined in hospital Intensive Care Units, and this measure is now being expanded to all areas of the 
hospital Another example of a high-impact quality measure is measuring early elective inductions: 
reducing elective early inductions before 39 weeks gestation has resulted in better health outcomes for 
women and newborns and generated significant cost savings. Indeed, reports issued by theU.S. 
Department of Health and Human Services show that quality measurement, reporting, and improvement 
initiatives have resulted in reductions in adverse drug events, falls, infections, and other forms of hospital- 
induced harm, preventing thousands of deaths in hospitals and patient injuries.^ Quality measurement is 
most effective when it is both informed by and accepted by all stakeholders in health care delivery: those 
who provide health care services, those who receive them, and those who pay for care. 

Ensuring multi-stakeholder participation in the selection and application of quality measures is critical. 
Processes that facilitate multi-stakeholder participation, such as quality measure endorsement and the 
Measures Application Partnership (MAP) pre-rulemaking advisory body, help promote utilization of high- 
quality measures, alignment of measures across public and private sectors, and broader use by payers 
and consumers. Moreover, the endorsement and MAP processes facilitate transparency and provide 
consumers with critical opportunities to ensure that their perspectives are heard by providers and the 
health care system that is intended to meet their needs. Absent the endorsement and MAP processes, 
consumers have limited ability to advocate for the measures and quality information that is most useful to 
them and helps them make better decisions about their health and health care. 

In final legislation to repeal the Medicare SGR and replace It with a merit-based incentive payment 
system, we hope to see strong emphasis on the use and reporting of multi-stakeholder endorsed 
measures and a continued commitment to utilizing the MAP pre-rulemaking function in the development 
of quality measure sets for participating Medicare providers. Ensuring that these processes are able to 
function at their highest potential also requires sustained federal investment. To this end, we request 
sustained funding for a consensus-based entity responsible for, amongst other activities, convening the 
multi-stakeholder endorsement and MAP processes. 

Thank you for your consideration. We look forward to partnering with you to transition Medicare to 
value-based payment models that support delivery of high-quality, patient-centered care and promote 
improved transparency and accountability in our nation's health care system. 

Sincerely, 



Charles N, Kahn HI 
SFQ Co-Chair 
President & CEO 

Federation of American Hospitals 



Debra Ness 
SFQ Co-Chair 
President 

National Partnership for Women & Families 


^ U.S. Department of Health and Human Services. "New HHS Data Shows Major Strides Made in Patient Safety, Leading 
to improved Care and Savings." (May 2014) Available at htlp://{tnio < aiian.cr«’> c. / fn is/p:. f safe ty- 
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federation of 
American 
I Hospitals* 


Charles N. Kahn III 
President and CEO 


January 21, 2015 


Chairman Fred Upton 

House Energy and Commerce Committee 

U.S. House of Representatives 

2125 Rayburn House Office Building 

Washington, DC 20515 

Subcommittee Chairman Joe Pitts 
House Energy and Commerce Committee 
Subcommittee on Health 
U.S. House of Representatives 
2125 Rayburn House Office Building 
Washington, DC 20515 


Ranking Member Frank Palione 
House Energy and Commerce Committee 
U.S, House of Representatives 
2125 Rayburn House Office Building 
Washington, DC 20515 

Ranking Member Gene Green 

House Energy and Commerce Committee 

Subcommittee on Health 

U. S. House of Representatives 

2125 Rayburn House Office Building 

Washington, DC 20515 


Dear Chairman Upton, Subcommittee Chairman Pitts, Ranking Member Palione, and 
Subcommittee Ranking Member Green: 

The Federation of American Hospitals (“FAH”) is the national representative of more 
than 1,000 investor-owned or managed community hospitals and health systems throughout 
the United States. Our members include teaching and non-teaching hospitals in urban and 
rural parts of the United States, as well as inpatient rehabilitation, psychiatric, long-term acute 
care, and cancer hospitals. The FAH welcomes the opportunity to submit our views 
concerning the sustainable growth rate (“SGR”) reform, and commends the Subcommittee’s 
leadership in addressing this problem. We also applaud the Subcommittee’s interest in 
building upon the bipartisan, bicameral agreement on policy reached in the 1 1 3th Congress 
and discussing options to permanently resolve this issue in a fiscally responsible manner. 

In order to serve our patients’ needs, America’s hospitals rely on the quality and 
professionalism of their medical staffs. The partnership v/e have long shared with physicians 
has ensured that seniors and patients in communities across America have access to the 
medical care they need when they need it. Going forw'ard, we will strengthen this partnership 
to improve the performance of hospitals and the health care system more generally, and 
expand access and deliver higher quality care more efficiently - goals we all share. One of 
the greatest threats to this partnership and achievement of these goals, however, is the lack of 
fair and predictable Medicare payment for physicians. That is why the FAH remains deeply 
concerned with the problems plaguing the SGR formula. 
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The FAH strongly supports fixing Medicare’s flawed physician payment system, and 
as the Subcommittee moves forward to address the SGR, the FAH urges that a new approach 
include the principles outlined below. 

KEY PRINCIPLES FOR REFORMING PHYSICIAN PAYMENT AND THE SGR 


• The SGR Fix Should Not Be Funded with Cuts in Payments for Hospital Services 

The FAH vigorously opposes funding the SGR fix with cuts in payments for critical 
hospital services. Should Congress determine that offsets are needed for an SGR fix, we 
strongly encourage the Subcommittee to look at other sources of savings to cover the cost of a 
Medicare physician payment solution. 

Stable and adequate Medicare payment, for both physicians and hospitals, is essential 
to sustain this partnership and our shared goals of broad access to high quality care, as well as 
to align incentives in a new world of greater care coordination and integration. It is 
counterintuitive to reduce Medicare or Medicaid payments to hospitals, which already fall far 
below the cost of care, to offset the costs of fixing the SGR. Robbing hospital Peter to pay 
physician Paul is bad public policy and severely undermines the Subcommittee’s expressed 
goal of resolving this issue in a fiscally responsible manner. Since 2010, hospitals have been 
hit with $121.9 billion in federal Medicare and Medicaid payment cuts, which will occur over 
ten years. Last year, the Medicare Payment Advisory Commission (“MedPAC”), which 
advises Congress on Medicare payment policy, projected that hospitals would experience the 
lowest Medicare margin in history for 2014: negative 8 percent. And just last month, 
MedPAC delivered even more sobering news: for 2015, MedPAC now projects that Medicare 
hospital margins will set a new low of negative 9 percent. At a time when health care 
spending is experiencing an unprecedented slowdown, enough is enough. Hospitals are 
working diligently to protect patient access to care, and we cannot do that in an environment 
of continued cuts. 

Further, these cuts have occurred at the same time as the underlying cost drivers of 
hospital care continue to climb. It is unfair and unwise to expect the health care system or one 
element of the system, such as hospitals that already suffer from chronic federal 
underfunding, to finance the cost of past policy mi.stakes. 

• Ensure Fair and Equitable Payment 

We agree with many in the physician community that an adequately funded Medicare 
physician payment system is needed, while creating incentives for physician participation in 
an array of alternative payment models focusing on value rather than volume. This will 
provide the basis for a new payment and delivery system that improves quality and increases 
efficiency. 

Congress must recognize, however, that adequate funding for physician services 
depends on the setting in which those services are furnished. Such funding should not 
jeopardize access to hospital services, which have intrinsically higher costs due to the need for 
round-the-clock, comprehensive emergency care every day of the year for patients who often 
are sicker and suffer with higher average risk for complications than patients treated in a 
physician’s office. 
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• A Flexible Transition Period Is Needed 

In developing a new Medicare physician payment system, the FAH supports a 
transition period during which physician practices have the opportunity to adopt varying new 
payment and delivery models, scalable to their practice, and at an appropriate pace. This will 
provide physician practices with the flexibility needed to plan for infrastructure and other 
changes, and join new care delivery models as the practice becomes ready. 

• Timely Data and Feedback is Needed 

The FAH supports requiring the Centers for Medicare and Medicaid Services 
(“CMS”) to provide timely feedback, at least quarterly, and actionable, real time and relevant 
data to physicians that will assist physicians in making necessary adjustments in their medical 
practice to improve patient care. We also generally support expanded use of Medicare data 
for physician performance improvement, as this will help physicians better incorporate 
practice improvements, so long as appropriate safeguards are present to ensure, for example, 
that data are adequately risk-adjusted and appropriately attributed to those who have provided 
the medical care. 

• Align Incentives to Encourage Coordinated Care 

The FAH supports continued efforts to align incentives for coordinated care across 
providers. Effective coordination and collaboration among hospitals, physicians and other 
providers will help achieve higher quality of care with better outcomes, and for better value, 
in a more seamless manner. 

• Assess Payment and Delivery Development Efforts to Ensure Proper Long-Term 
Implementation 

As numerous innovative payment and delivery models get underway, it is critical to 
assess “best practices” over time and build upon the experience of successful payment and 
delivery models. Therefore, the FAH supports an ongoing assessment of efforts to develop 
new payment and delivery models, including annual reports to Congress. It would be short- 
sighted to jump to long-term payment and policy decisions without the benefit of knowledge 
and “lessons learned” from the testing phase of various new payment and delivery models. 
There are many initiatives currently underway by CMS’s Center for Medicare & Medicaid 
Innovation and in the private sector that hopefully will provide a base of data and experience 
to help craft appropriate, permanent policies. 

• Quality Measures Should be Reviewed and Developed through a National, Multi- 
Stakeholder Consensus Process 

For more than a decade, the FAH has been w'orking side-by-side with other 
stakeholders tow'ard three quality goals: improving quality of care; making provider 
performance more transparent; and improving the value of health care services as measured 
by both cost and quality. More specifically, the FAH has been engaged in multi-stakeholder 
collaborative processes to develop, evaluate, endorse, and recommend performance measures 
for use in federal and private quality reporting and payment programs. These processes 
include purchasers, payers, providers, consumers, employers, physicians, researchers, 
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governments and other stakeholders to support improvement in health care quality and 
outcomes while achieving better value for the services provided. These groundbreaking 
efforts, over many years, have produced a reliable multi-stakeholder, consensus-based quality 
framework designed to address national goals and priorities outlined in the federal 
government’s National Quality Strategy (“NQS”). 

The NQS reflects the multi-stakeholder consensus that a patient-centered health care 
system will lead to improved population health, with more efficient care delivery, at a lower 
cost. To help achieve the NQS, the National Quality Forum (“NQF”) convenes multi- 
stakeholder consensus development committees for evaluating, endorsing, and recommending 
quality measures for use in public reporting and payment programs. The NQF quality 
measure endorsement process ensures that measures are vetted through a multi-stakeholder 
process that assesses the importance of topics to measure, and the scientific soundness, 
reliability, and feasibility to collect and report the data. In order to drive transparent quality 
improvement, metrics must be understandable to patients and their families and providers, 
instead of just a matter of academic interest. 

The NQF also convenes the Measure Applications Partnership (“MAP”), a separate 
multi-stakeholder process. The purpose of the MAP is to provide advice and assess specific 
quality measures for their readiness for specific federal public reporting and payment 
accountability programs prior to the measures being included in a proposed rulemaking issued 
by HHS. The pre-rulemaking review makes the rulemaking process more efficient and gives 
clinicians and providers the opportunity to better prepare for the implementation of new 
quality measures. 

To be effective, quality measures must produce results that are meaningful for 
patients, payers, providers, clinicians and other quality enterprise stakeholders. The measure 
endorsement and pre-rulemaking review process for appropriate use of measures in specific 
quality programs is critical for ensuring alignment of public quality reporting and payment 
programs across various providers, as well as the reliability, validity and usefulness of quality 
measures. The consensus-based review process also influences the private sector use of 
quality measures. 

Both the NQF measure endorsement process and the MAP provide proven processes 
for engaging strong multi-stakeholder efforts and consensus building. Involving multiple 
stakeholders in the approval process creates a level playing field, reduces reporting burden, 
helps assure broad acceptance of the measures for use by both public and private payers and 
by consumers and patients, and creates efficiencies by minimizing duplication of effort. 
Without these processes, the system risks returning to fragmented past practices with less 
consensus and alignment among quality programs in both the public and private sectors. 

The bipartisan, bicameral agreement on physician payment policy reached in the 1 13th 
Congress proposes streamlining existing physician quality programs, and the FAH supports 
such streamlining in concept. Yet, it is critical that the development of a new streamlined 
program, whether a VBP or other quality program, incorporate existing quality 
infrastructures, such as the NQF and the MAP, that have been so instrumental in 
facilitating Medicare quality programs and streamlining measures for all providers. We 
urge the Subcommittee to ensure that quality measures used in any quality or VBP 
program are those that are endorsed through the NQF. Further, the HHS Secretary’s annual 
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solicitation of recommended measures for inclusion in the VBP program should utilize the 
existing MAP process. 

Additionally, the FAH has concerns about proposals involving physician-endorsed 
measures and allowing individual physician specialties to develop measures, which may not 
necessarily be reviewed and endorsed through the national NQF and MAP consensus 
processes. We caution the Subcommittee that permitting various stakeholders to individually 
develop and use their own measures without having those measures reviewed by an impartial 
multi-stakeholder entity would lead to questions about the validity, reliability and usefulness 
of the data produced. It could also create a proliferation of inconsistent, conflicting, and 
duplicative measures that will be burdensome, confusing and even harmful to patients and 
health care providers who need to rely on consistent and accurate data at the point of care. It 
certainly would add to the overall costs in the health care sy.stem and undermine the goals of 
improved health, improved care delivery and lower costs. 

While it is critical that physicians be involved with the development of the measures 
on which they will be evaluated, it is equally critical that physician measures reflect the goals 
of the NQS and that the process for developing, endorsing and implementing quality measures 
involve a broad range of health care stakeholders. Consistency of measurement across 
providers and settings will be jeopardized without the use of measures endorsed through a 
multi-stakeholder process, such as the NQF. All stakeholders should have the opportunity to 
review any quality measure for its scientific validity, feasibility, reliability and importance to 
measurement. Such a process ensures that quality measures used for public reporting and 
payment will be valid for purposes of accountability and comparison. 

Both the NQF and the MAP provide a proven process for engaging strong multi- 
stakeholder efforts and consensus building. These processes permit wide vetting of the 
measures by multiple stakeholders based on criteria for importance, validity, reliability, solid 
evidentiary base, and usability. Involving these multiple stakeholders in the approval process 
creates a level playing field, reduces reporting burden and helps assure broad acceptance of 
the measures for use by both public and private payers and by consumers. Without these 
processes, we risk returning to fragmented past practices that had less consensus and 
alignment among quality programs in both the public and private sectors. 

Also, because the NQF and MAP processes promote achieving consensus on measures 
at the front-end, providers have more time to plan how to implement and use measures. This 
means that when measures are ready for implementation, this can be achieved in a more 
efficient and meaningful manner. 

Further, the FAH recommends that as measures are developed and endorsed through a 
multi-stakeholder consensus process, the measures should be specified to coding systems that 
are expected to be in use during the time period for which the measures will be effective. 

This w'ill help ease administrative difficulties in aligning measures to appropriate coding 
systems, which w'ill further ensure the availability of a measure. 

With respect to the development of measures, we support additional funding for 
measures, and also urge that continued funding be provided for the measure endorsement and 
MAP pre-rulemaking processes as well. 
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Finally, the FAH also cautions the Subcommittee concerning the use of registries. We 
recognize that there is valuable role for registries, but we urge the Subcommittee to ensure 
that registry measures are required to be reviewed and endorsed through a multi-stakeholder 
consensus process. Further, because registries are expensive to develop and maintain, 
participation in a registry should be optional. We urge the Subcommittee also to keep in mind 
that registries may take many years to develop, and the promise of their ultimate long-term 
functionality and financial sustainability remains to be seen. Therefore, the Subcommittee 
should consider the return on investment when developing proposals involving registries and 
ensure that other alternative avenues are available to participate in quality programs. 

We thank the Subcommittee for its leadership and efforts to address these important 
Medicare physician payment matters. We look forward to continuing our work with the 
Subcommittee and Congress to meet the challenge of ensuring adequate payments for 
physicians and to strengthen, not weaken, the ability of hospitals to sustain America’s fiscal 
and public health, while providing patient-centered quality of care. 


Sincerely, 
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The American Coliege of Clinical Phaimacy (ACCP) appreciates the opportunity to provide the 
following statement for the House Energy Commerce Health Subcommittee hearings on the issue 
of Medicare physician payment reform and needed changes to the Sustainable Growth Rate (SGR) 
formula. 

These comments are consistent with information provided last year during consideration by the 
Committee of proposed legislation on this issue. We applaud the leadership of the Committee in 
moving swiftly in the 1 14”' Congress to address this fondamentaf issue in assuring the quality, 
sustainability, and effectiveness of the Medicare program going forward. 

ACCP is a professional and scientific society that provides leadership, education, advocacy, and 
resources enabling clinical pharmacists to achieve excellence in patient care practice and research. 
ACCP's membership is composed of over 1 5,000 clinical pharmacists, residents, fellows, students, 
scientists, educators and others who are committed to excellence in clinical pharmacy practice and 
evidence-based pharmacotherapy. We are joined in these comments by the College of Psychiatric and 
Neurologic Pharmacists (CPNP), with whom \vc work closely on policy issues related to Medicare 
payment policy reform, benefit re-design, and care delivery transformation. 

We fully support the continuing efforts of the Committee in seeking to address the flaws of the current 
volume-based physician/providcr payment system and to develop meaningful reforms that achieve 
better care for Medicare patients as well as longer-term economic viability of the Medicare program. In 
order to enhance access to high-quality care and to ensure the sustainability of the Medicare program as 
a whole, it is essential that progressive payment and delivery system improvements that have emerged 
and are being actively utilized in both public- and private-sector integrated care delivery systems be 
facilitated and aggressively promoted — especially those that measure and pay for quality and value, not 
simply volume of services, and that fully incentivize care that is patient centered and team based. 

To that end. ACCP is dedicated to advancing a Qualitv-focused. patient-centered, team-based approach 
to health care delivery that helps assure the safety of medication use bv patients and that achieves 
medication-related outcomes that arc aligned with patients’ overall care plans and coals of therapy . 
Clinical pharmacists, working collaboratively with physicians and other members of the patient’s 
health care team, utilize a consistent process of direct patient care that enhances quality and safety, 
improves clinical outcome.s and lowers overall health care costs. 

As the committee continues its effort to develop and adopt payment approaches that link closely to 
current and evolving value and quality objectives, ACCP urges you to include payment mechanisms 
and incentives that promote a truly patient-centered and inter-professional approach to medication- 
related clinical care and medication safety. Such measures should encourage broader adoption of the 
team-based service of comprehensive medication management (CMM) that is supported by the Patient- 
Centered Primary Care Collaborative, (PCPCC), in which ACCP as well as the major primary care 
medical organizations are actively involved. CMM helps ensure that seniors’ medication use is 
effectively coordinated, and in doing so enhances .seniors’ health care outcomes, contributing directly to 
Medicare’s goals for quality and affordability. CMM can “gel the medications right” as part of an 
overall effort to improve the quality and affordability of the services provided to Medicare 
beneficiaries. 
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This is particiilariy critical for seniors, due to the essential role that medications play in their care and 
treatment: 

• The typical Medicare beneficiary sees two primary care providers and five medical specialists in 
any given year. Four of every five medicai encounters result in a prescription order (new or 
reft!!); 

• 66% of Medicare beneficiaries have two or more chronic diseases; 40% have four or more; 

• 60% of seniors are taking 3 or more discrete prescription or non-prescription medications at any 
point in time. 

• Medications arc the fundamental treatment intervention in each of the eight' most prevalent 
chronic conditions in Medicare patients based on the most recent data from the Centers for 
Medicare and Medicaid Services (CMS). 

In “getting the medications right,” CMM also contributes to enhanced productivity for the entire health 
care team, allowing other team members to be more efficient in their own particular patient care 
responsibilities. Physicians and other team members are freed up to practice at the highest level of their 
own scopes of practice by fully utilizing the qualified clinical phannacisfis skills and training to 
coordinate the medication use process as a full team member. 

In summary, as part of the process of reforming the Medicare payment system. Congress should enact 
reforms to the Medicare Part B program that provide for coverage of CMM services provided by 
qualified clinical pharmacists as members of the patient’s health care team within its broader payment 
reform efforts. We would welcome the opportunity to provide further information, data, and 
connections with successful practices that provide CMM services to help further inform the committee 
about this service in the context of Medicare payment and delivery system, improvements that will 
modernize and sustain the program for the future. 


‘ High blood pres.sure, high cholesterol, ischemic heart disease, arthritis, diabetes, heart failure, chronic kidney disease, 
depression. 
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THE EVIDENCE FOR VALUE OF COMPREHENSIVE MEDICATION MANAGEMENT SERVICES: 
"GETTING THE MEDICATIONS RIGHT" RESOLVES REAL PROBLEMS AND IMPROVES OUTCOMES 


Growing evidence demonstrates the care quality and economic benefits of a comprehensive 
approach to team-based medication management. It also reveals that some commonly cited 
“medication problems" for patients, including seniors, are often not the leading reasons for treatment 
failures and incomplete achievement of clinical goals. "Medications" include prescription and non- 
prescription products, herbals, and vitamins/supplements. 

The data represented below reflect aggregated results from 19 distinct medication management 
service practices, provided by qualified pharmacists within settings such as community-based 
pharmacies, hospital-based clinics, free-standing medical clinics, and health systems. In all cases, a 
consistent and comprehensive process of care was used in the provision of the service. Data reflect 
11,804 patients {over 65 years old} with 21,213 documented encounters. All patients received services 
between April 2006 and September 2010.^ 


2 out of 3 Medicare Beneficiaries Need Access to 
Comprehensive Medication Management (CMM) Services 

Of the 11,804 patients documented, 2 out of 3 seniors had 3 or more medical conditions and 2 out of 
3 seniors were identified with 2 or more drug therapy problems. 

Providing coverage for CMM services could help the Medicare program avoid: 

Almost 6 million physician office visits, saving more than $1 billion annually 
670,000 emergency room visits, saving more than $500 million annually 
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Types of Drug Therapy Problems: 

Almost half of problems result from improper medication use. 

6 . 68 % 



Category of Drug Therapy Problem 

ii Improper Use {Dose too low/Different or additional drug needed/Wrong drug) 
K Non-Adherence 
Adverse reaction 
ii Dose too high 
ite Unnecessary 


Health care services savings from CMM Services 




Medicare fiiltB 
Population 
^ Pro|e0H0n#^ 

Medicare Part B 
Population 
Projections** 

Health care savings* 

tt of events avoided 

4 of referrals 

$ net savings 

4 of events avoided 

$ Gross Savings 


\ 9,146 - : 

838 

3 S1,512.0S6 

23,789,059 

' ' '4,*2»j$l»,6»f 

Specialist visit {$564) 

549 

149 

$225,600 

1,427,967 

805,373,388 

Uiieht c&re ($182) i . . 

263 

, '.y:?'''. 

$46,592 

684,072 


Emergency department 
visit ($821) 

1,033 

12 

$838,241 

2,686,868 

2,205,918,628 

WospHalwlmlsslOfl - 
{$a$,<)46) 

69 

15 

$1,568,484 

WSB 

5,212,914,666 

Totals 



$4,190,973 




•Healthcare event savings and referral costs based on 2008 U.S. averages from Expenses perVisit for Ambulatorv Visits and Inpatient Stay for 2008, 
Agency for Healthcare Research & Quality-Center for financing, Access, and Cost Trends, 2010 and Genworth 2011 Cost of Care Survey, Genworth 
financial 2011. 

** Projections based on data collected over period: April 2006 to September 2010 


(Endnotes) 1 CipoHe RJ, Strand LM, MorieyPC. Pharmaceutical Care Practice; The Patient-centered Approach to Medication Management 
Services. 3'“ edition. Copyright ® 2012 by McGraw-Hill Companies, Inc 
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1/2C^15 The Rising Ccst of Uvii^Lcr^r: Analysis of Mediae ^seocSi^ by AgeferBei^dariesinTraditiond MecScaret Kaisef Family Foundation 


Exhibau 

People ages SO and older accounted for 24 percent of the Medicare 
population and 33 percent of Medicare spending In 2011 

Distribution of trmiirionalMei^carebsnefkiariesimd Medicare spending, 2011 



Share of beneUciaries Share of spendhig 

Total numb^ of bene^arfes Total spending tbr benefkilar^ 

in traditional Medicare: 38.3 million in traditional Medicare: $375 billion 

NOIt: Analysis exdudes Medicare Advance 

SOUKCEilSalscr Fart^ Foundation analysis of a 3 percent samph of Medkarr d^nsfhom the Ch rente Conditions Data WarehouM-, 2011. 



Exhibit i.1 : People ages 80 and older accounted for 24 percent of the Medicare 
population and 33 percent of Medicare spending in 2011 


h1^://k!T.or9?mecficare/r^xxtfthe'riS)ng-cost-of'livin9-l<yi9er-arvilysis-of-m6dicare-sporKjing-b\'-age'fbr-benofidari0s-ir>tradiBaraf-niedcareArfe«/prlntf 


3/40 
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National Association of 
Insurance Commissioners 


S'cteCENTER 
^Insurance 
Pot tcy 
anrfRESEARCH 


December 19, 2012 

Honorable Kathleen Sebelius 
Secretary 

U.S. Department of Health and Human Services 
200 Independence Ave. 

Washington D.C. 20201 

Dear Secretary Sebelius, 

Pursuant to section 3210 of the Patient Protection and Affordable Care Act (ACA) you have requested the 
National Association of Insurance Commissioners (NAIC) to review and revise the NAIC Medicare supplement 
insurance (Medigap) model regulation to include nominal cost sharing in Medigap Plans C and F to encourage the 
use of appropriate physicians’ services under Medicare Part B. Section 3210 directs the NAIC to base these 
revisions on evidence published in peer-reviewed journals or current examples used by integrated delivery 
systems. 

Consistent with the process established by the Social Security Act for changes to Medigap standards, the NAIC 
appointed the Medigap PPACA (B) Subgroup (Subgroup) comprised of state insurance regulators, representatives 
from the Centers for Medicare and Medicaid Services (CMS), insurers and trade associations, consumer 
advocates, and other experts in the areas of Medicare and Medigap. 

The NAIC has performed its requested review of the standards for Plans C and F under Section 3210 of the ACA. 
We were unable to find evidence in peer-reviewed studies or managed care practices that would be the basis of 
nominal cost sharing designed to encourage the use of appropriate physicians’ services. Therefore, our 
recommendation is that no nominal cost sharing be introduced to Plans C and F. We hope that you will agree 
with this determination. 

Medigap is a product that has served our country’s Medicare eligible consumers well for many years, offering 
them security and financial predictability with regard to their Medicare costs. Medigap’s protections are now 
inappropriately being held responsible for encouraging the overuse of covered services and increasing costs in the 
Medicare program. 

We do not agree with the assertion being made by some parties that Medigap is the driver of unnecessary medical 
care by Medicare beneficiaries. As you are aware, Medigap plans pay benefits only after Medicare has determined 
that the services are medically necessary and has paid benefits. Medigap cannot alter Medicare’s coverage 
determination and the assertion that Medigap coverage causes overuse of Medicare services fails to recognize that 
Medigap coverage is secondary and that only Medicare determines the necessity and appropriateness of medical 
care utilization and services. 

The statute requires the NAIC to base nominal cost sharing revisions on “peer-reviewed journals or current 
examples of integrated delivery systems”. However, the Subgroup discovered that there is a limited amount of 
relevant peer-reviewed material on this topic. None of the studies provided a basis for the design of nominal cost 
sharing that would encourage the use of appropriate physicians’ services. Many of the studies caution that added 
cost sharing would result in delayed treatments that could increase Medicare program costs later (e.g., increased 
expenditures for emergency room visits and hospitalizations) and result in adverse health outcomes for vulnerable 
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populations (i.e., elderly, chronically ill and low-income). Most of the studies do not consider the same population 
of health insurance beneficiaries as those that purchase Medig^ products. 

The Subgroup also gathered information from integrated delivery systems (Medicare Advantage plans) but 
concluded that, because these managed care plans make medical necessity determinations for Medicare, any such 
practices were not directly relevant for Medigap. 

Also, as you know, significant new changes to Medigap plan offerings were implemented recently in 2010 which 
introduced new plans with increased beneficiary cost shm^ing. Plan M, which requires 50% beneficiary cost 
sharing on the Medicare Part A deductible, and Plan N, which requires a $20 copay for physician office visits and 
a $50 copay on emergency room visits, were introduced. We are still learning the impact of these new offerings 
on both the Medigap market and to the Medicare program. 

Therefore, we hope you will agree with our recommendation that no changes should be made to Plans C and F at 
this time. However, w'c recognize that you may find that the addition of nominal cost sharing is necessary to 
implement Section 3210. If that is your decision, please know that the Medigap PPACA (B) Subgroup conducted 
extensive work in this area and voted on possible areas for revision that should serve as the basis for any further 
work on the issue, pending your determination on the need for additional action. The findings and work products 
of the Subgroup, which have not been adopted through the full NAIC process, are publicly available on their web 
page. 

As always, the NAIC stands ready to continue it regulatory role in developing Medicare supplement standards and 
to assist you in any way possible. 

Respectfully submitted, 

Kevin M. McCarty 
NAIC President 

Florida Insurance Commissioner 


Adam Hamm 
NAIC Vice President 
North Dakota Insurance 



James J. Donelon 

NAIC President-Elect 

Louisiana Insurance Commissioner 



Monica J. Lindeen 

NAIC Secretary-Treasurer 

Montana CommLssioner of Securities & Insurance 



Sandy Praeger 

Commissioner, Kansas Department of Insurance 

Chair, NAIC Health Insurance and Managed Care Committee 



A PERMANENT SOLUTION TO THE SGR: THE 
TIME IS NOW, DAY 2 


THURSDAY, JANUARY 22, 2015 

House of Representatives, 

Subcommittee on Health, 
Committee on Energy and Commerce, 

Washington, DC. 

The subcommittee met, pursuant to call, at 10:15 a.m., in room 
2322, Rayburn House Office Building, Hon. Joseph R. Pitts (chair- 
man of the subcommittee) presiding. 

Present: Representatives Pitts, Guthrie, Barton, Murphy, Bur- 
gess, McMorris Rodgers, Lance, Griffith, Bilirakis, Long, Ellmers, 
Bucshon, Brooks, Collins, Green, Schakowsky, Butterfield, Sar- 
banes, Matsui, Schrader, Kennedy, Cardenas, and Pallone (ex offi- 
cio). 

Staff Present: Clay Alspach, Chief Counsel, Health; Leighton 
Brown, Press Assistant; Noelle Clemente, Press Secretary; Robert 
Horne, Professional Staff Member, Health; Tim Pataki, Profes- 
sional Staff Member; Michelle Rosenberg, GAO Detailee, Health; 
Krista Rosenthall, Counsel to Chairman Emeritus; Adrianna 
Simonelli, Legislative Clerk; Heidi Stirrup, Health Policy Coordi- 
nator; Josh Trent, Professional Staff Member, Health; Greg Wat- 
son, Staff Assistant; Ziky Ababiya, Minority Policy Analyst; Tiffany 
Guarascio, Minority Deputy Staff Director and Chief Health Advi- 
sor; Ashley Jones, Minority Director, Outreach and Member Serv- 
ices; and Arielle Woronoff, Minority Health Counsel. 

Mr. Pitts. Ladies and gentlemen, we have floor votes coming up, 
so we are going to get started. The subcommittee will now come to 
order. 

Today is the second day of our 2-day hearing on the permanent 
solution to the SGR. Yesterday we heard from a distinguished 
panel of experts on SGR financing issues. Today we have a panel 
of interested stakeholders. 

Before I do that, we have a UC request, and I ask for unanimous 
consent to include the following statements for today’s hearing 
record from the American Academy of Eamily Physicians and the 
American Ambulance Association. Without an objection, so ordered. 

[The information appears at the conclusion of the hearing.] 

Mr. Pitts. We have on our second panel today six witnesses. Mr. 
Richard Umbdenstock, president and chief executive officer of the 
American Hospital Association. Dr. Geraldine O’Shea, first vice 
president of the American Osteopathic Association Board of Trust- 
ees. Dr. Alan Speir, the medical director of Cardiac Surgical Serv- 
ices for Inova Health System and the chair of the Workforce on the 
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Health Policy, Reform, and Advocacy for the Society of Thoracic 
Surgeons. Dr. Ken Miller, board president of the American Associa- 
tion of Nurse Practitioners. Dr. Barbara McAneny, chair of the 
American Medical Association’s Board of Trustees and CEO of the 
New Mexico Oncology Hematology Consultants; and Mr. Eric 
Schneidewind, president-elect of AARP. 

Hope I didn’t butcher your names too much. But thank you for 
coming today. Thank you for testifying. Your written statements 
will be made a part of the record. You will each be given 5 minutes 
to summarize your testimony, and your entire written statement 
will be made a part of the hearing record. 

So we will begin with you, Mr. Umbdenstock. You are recognized 
for 5 minutes for your summary. 

STATEMENTS OF RICHARD UMBDENSTOCK, PRESIDENT AND 
CEO, AMERICAN HOSPITAL ASSOCIATION; DR. GERALDINE 
O’SHEA, FIRST VICE PRESIDENT, AOA BOARD OF TRUSTEES, 
AND MEDICAL DIRECTOR, FOOTHILLS WOMEN’S MEDICAL 
CENTER IN CALIFORNIA; DR. ALAN SPEIR, MEDICAL DIREC- 
TOR OF CARDIAC SURGICAL SERVICES FOR INOVA HEALTH 
SYSTEM, AND CHAIR, WORKFORCE ON HEALTH POLICY, RE- 
FORM, AND ADVOCACY, THE SOCIETY OF THORACIC SUR- 
GEONS; DR. KEN MILLER, BOARD PRESIDENT, AMERICAN AS- 
SOCIATION OF NURSE PRACTITIONERS; DR. BARBARA 
MCANENY, CHAIR, AMA BOARD OF TRUSTEES, CEO, NEW 
MEXICO ONCOLOGY HEMATOLOGY CONSULTANTS LTD.; AND 
MR. ERIC SCHNEIDEWIND, PRESIDENT-ELECT, AARP 

STATEMENT OF RICHARD UMBDENSTOCK 

Mr. Umbdenstock. Thank you very much. Chairman Pitts, 
Ranking Member Green, and distinguished members of the sub- 
committee, on behalf of the Nation’s hospitals, thank you very 
much for having me here today. 

Ensuring that physicians receive adequate reimbursement is im- 
portant for patients and hospitals, and we support permanently re- 
placing the Medicare sustainable growth rate, or SGR. We com- 
mend the Members of the House and Senate committees of jurisdic- 
tion, which last year unveiled legislation to fix the recurring physi- 
cian payment problem by repealing the SGR formula. 

The bill, however, did not include suggestions on how to cover 
the costs of these proposals. The AHA cannot support any proposal 
to fix the physician payment problem at the expense of funding for 
services provided by other caregivers. Offsets should not come from 
other providers, including hospitals, who are themselves working to 
provide high quality, innovative, and efficient care to beneficiaries, 
but are already being paid less than the cost of providing these 
services. Congress needs to move away from this practice. 

Market forces and significant reforms in both the public and pri- 
vate sectors are actively reshaping America’s healthcare delivery 
system. In 2013, hospitals employed about a third of the Nation’s 
physicians, and this number is growing rapidly. To reduce hospital 
payments to prevent physician cuts is therefore counterproductive 
and would adversely impact the very physicians Congress is trying 
to help. 
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Hospitals’ ability to maintain the access to care their patients 
and communities expect is further threatened by repeated 
ratcheting down of payments for Medicare and Medicaid hospital 
services to pay for other priorities. 

Recognizing that the AHA cannot simply oppose hospital pay- 
ment cuts without supporting other solutions, we would like to 
highlight policy changes where Congress could both positively im- 
pact Medicare’s finances and pay for a permanent SGR fix. Specifi- 
cally, we recommend taking steps to promote and reward account- 
ability and to use limited healthcare dollars wisely. 

Our recommendations are drawn from an AHA report entitled 
“Ensuring a Healthier Tomorrow: Actions to Strengthen Our 
Healthcare System and Our Nation’s Finances,” which is appended 
to my written statement. Our recommendations are similar to ideas 
that have received bipartisan support from a number of commis- 
sions, lawmakers, and the administration, and would not only gen- 
erate savings, but also put the Medicare program on firmer finan- 
cial footing for years to come. 

First, modernize Medicare by combining Parts A and B with a 
unified deductible and coinsurance. Enrollees have conflicting in- 
centives to weigh relative costs when choosing among options for 
treatment. Moreover, if Medicare patients incur extremely high 
medical costs, they can face a significant amount of cost sharing, 
because the program does not cap these expenses. This proposal 
would replace the current complicated mix of cost-sharing provi- 
sions with a single combined annual deductible covering all serv- 
ices in Parts A and B; a uniform coinsurance rate for amounts 
above that deductible, including the inpatient expenses; and an an- 
nual cap on each enrollee’s total cost-sharing liabilities. 

The administration also has proposed increased beneficiary cost 
sharing, such as increased Part B deductibles for new Medicare 
beneficiaries. The AHA agrees with the administration’s position 
that Medicare cost sharing, quote, “helps to share responsibility for 
payment of Medicare services between Medicare beneficiaries,” and 
that increased cost sharing will serve to, quote, “strengthen pro- 
gram financing and encourage beneficiaries to seek high-value 
healthcare services.” 

Second, make modifications to first-dollar Medigap coverage. 
Some Medigap plans cover all or almost all copayments, including 
even modest copayments for routine care that most beneficiaries 
can afford. This practice gives beneficiaries less incentive to con- 
sider the cost of services, leading to higher Medicare utilization, 
costs, and Part B premiums. There are various proposals for im- 
proving incentives under Medigap. Specifics on the structure of 
first-dollar Medigap changes can be discussed and determined by 
the Congress, and the AHA is open to the administration’s and 
CBO’s proposals. 

Third, increase income-related premiums under Medicare. The 
administration in its 2014 budget proposed doing this based on 
Medicare beneficiary income, and this is another approach the 
AHA believes Congress should explore. 

And, fourth, reform the medical liability system. Hospitals and 
physicians continue to face skyrocketing costs for professional li- 
ability insurance. 
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In conclusion, there are many actions providers need to pursue, 
and we are working on those in areas of our control. For example, 
seeking to eliminate preventable infections and complications, as 
well as eliminating nonvalue-added treatments. And we are mak- 
ing real progress. Study after study confirms that hospitals are im- 
proving the quality and equity of care they deliver. Just last week 
the CDC announced that hospitals reduced central line associated 
bloodstream infections and surgical site infections by 46 percent 
and 19 percent, respectively, between 2008 and 2013. 

The AHA’s Health Research and Educational Trust directed a 
national project to reduce central line infections and is currently 
administering a program and fellowship to prevent catheter-associ- 
ated urinary tract infections, as well as directing the Nation’s larg- 
est hospital engagement network. 

All of this shows that real improvements in health and health 
care, not arbitrary cuts to provider payments, have the ability to 
put our country on a more sustainable fiscal path, and they have 
received bipartisan support. 

We look forward to working with the committee to solve the 
Medicare SGR problem. Thank you very much. 

Mr. Pitts. The chair thanks the gentleman for that very con- 
structive testimony. 

[The prepared statement of Mr. Umbdenstock follows:] 
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On behalf of the American Hospital Association’s (AHA) nearly 5,000 member hospitals, health 
systems and other health care organizations, thank you for the opportunity to testify today and 
provide the hospital perspective on ways to pay for fixing the deeply flawed Medicare physician 
payment formula. 

Ensuring that physicians receive adequate reimbursement for care provided is important for 
patients and hospitals, and we support permanently replacing the Medicare sustainable growth 
rate (SGR) for physician payment. We commend the members of the House and Senate 
committees of jurisdiction that last year unveiled legislation to fix the recurring physician 
payment problem by repealing the SGR formula. The bipartisan, bicameral SGR Repeal and 
Medicare Provider Payment Modernization Act (H.R. 4015) would provide physicians a 0.5 
percent payment update for five years, while encouraging physicians to transition away from fee- 
for-service to new payment and delivery system models based on value. This thoughtful 
legislation would also: consolidate the current-law physician quality reporting system, electronic 
health record and value-based modifier programs into one; incentivize physician participation in 
alternative payment models; incentivize care coordination efforts for patients with chronic care 
needs; and expand the use of Medicare data for transparency and quality improvement. The bill, 
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however, did not include suggestions regarding how to cover the cost of these proposals. The 
AHA cannot support any proposal to fix the physician payment problem at the expense of 
funding for services provided by other caregivers. 

Congress needs to move away from cutting funding for services provided by other caregivers to 
pay for the physician fix. Offsets should not come from other health care providers, including 
hospitals, who are themselves working to provide high-quality, innovative and efficient care to 
beneficiaries in their communities and are being paid less than the cost of providing services to 
Medicare beneficiaries. For example, in fiscal year (FY) 2015, the Medicare Payment Advisory 
Commission (MedPAC) projects that the average hospital will have an overall Medicare margin 
of negative 9.0 percent. 

Today, market forces and significant reforms in both the public and private sectors are actively 
reshaping America’s health care delivery system. As hospitals are adapting to the changing 
health care landscape, they are increasingly partnering and aligning with clinicians to help 
achieve the Triple Aim of enhancing the patient experience, improving the health of populations 
and reducing the per-capita cost of health care. In 2013, hospitals employed about a third of the 
nation’s physicians ~ more than 1 07,000 full-time doctors and dentists, as well as more than 
105,000 full-time medical and dental interns and residents - and this number is growing rapidly. 
To reduce hospital payments to prevent physician cuts is, therefore, counterproductive and would 
adversely impact the very physicians Congress is trying to help. When there is greater physician- 
ho.spital alignment, providers are able to more aggressively redesign the way health services are 
delivered to achieve efficient and high-quality patient outcomes. 

Yet hospitals’ ability to maintain the kind of access to care their patients and communities expect 
is further threatened by repeated ratcheting down of payments for Medicare and Medicaid 
hospital services to pay for other priorities. Hospitals have faced more than $121 billion in cuts 
since 2010 alone. Additional cuts to Medicare and Medicaid funding for hospital services would 
mean: longer wait times for care; fewer doctors, nurses and other caregivers; and less patient 
access to the latest treatments and technology. 

Recognizing that the AHA cannot simply oppose hospital cuts without supporting other 
solutions, we would like to highlight policy changes to Medicare where Congress could both 
have an impact on Medicare’s finances and pay for a permanent Medicare physician payment 
fix. Our recommendations are similar to ideas that have received bipartisan support from a 
number of commissions, lawmakers and the administration. The year 2015 marks Medicare’s 
50th anniversary. It is time to make significant, structural reforms to this crucial benefit to 
ensure its sustainability for all seniors for the next 50 years, and beyond. 


ENSURING A HEALTHIER TOMORROW 

While the rate of health care spending is at an all-time low, changing demographics, the aging of 
the baby boom generation, the growth in chronic illness, advances in medical technology and 
other factors will challenge the ability to achieve a sustainable level of health care spending - 
especially for Medicare and Medicaid. 
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While traditionally the federal government has turned to cutting Medicare and Medicaid 
spending, almost exclusively through provider payment reductions, this will not put us on a 
sustainable path for the future. Numerous studies have found - and the flawed physician SGR 
confirms - that reducing provider payment rates does not result in reduced Medicare spending on 
services. Rather, we need targeted reforms for our health care system. Every stakeholder - 
providers, the government, insurers, employers and individuals - bears some responsibility and 
everyone must contribute to the solution. 

The AHA recommends taking steps to promote and reward accountability and use limited health 
care dollars wisely. Our recommendations are laid out in a 2012 report, “Ensuring a Healthier 
Tomorrow: Actions to Strengthen Our Health Care System and Our Nation's Finances” (a copy 
of the report is attached). 

These recommendations are not exhaustive, but a starting point of initiatives stakeholders can 
take together. There are many actions providers need to pursue, and hospitals are working on 
those areas within our span of control - for example, seeking to eliminate preventable infections 
and complications, as well as eliminating non-value-added treatments. And we are making real 
progress. Study after study confirms that hospitals are improving the quality and equity of care 
they deliver and are improving in their efforts to keep patients safe. Just last week, the Centers 
for Disease Control and Prevention announced that hospitals reduced central-line associated 
blood stream infections (CLABSI) and surgical site infections by 46 percent and 19 percent, 
respectively, between 2008 and 2013. Among other improvements, hospitals reduced C, difficile 
infections by 1 0 percent and methicilMn-resistant staphylococcus aureus infections by 8 percent 
between 2011 and 2013. 

The AHA’s Health Research & Educational Trust affiliate directed a national project to reduce 
CLABSls through the Comprehensive Unit-based Safety Program (CUSP) and is currently 
administering a CUSP program and fellowship to prevent catheter-associated urinary tract 
infections, as well as directing the largest of the nation’s Hospital Engagement Networks. 
Similarly, provider-led initiatives like our Physician Leadership Forum’s Appropriate Use of 
Medical Resources series and the ABIM Foundation’s Choosing Wisely campaign are working 
to better educate providers and consumers on appropriate treatment selection. Efforts like these 
are having a dramatic impact on health care quality and cost. In fact, the growth of health care 
spending has fallen to the lowest rate since the federal government began tracking it half a 
century ago. 

Below are several actions Congress could take that would not only generate savings, but also put 
the Medicare program on firmer financial footing for years to come. 

Modernize Medicare by Combining Parts A and B with a Unified Deductible and Co- 
insurance . In traditional Medicare, beneficiaries’ hospital and acute care coverage (Part A) are 
separate, and have a separate cost-sharing structure, from physician and outpatient services (Part 
B). For example, enrollees w'ho are hospitalized must pay a Part A deductible ($1,260 in 2015) 
for each “spell” of illness for which they are hospitalized; in addition, they are subject to daily 
copayments for extended stays in the hospital and for skilled nursing care. Meanwhile, the 


3 



104 


annual deductible for outpatient services is covered under Medicare’s Part B ($ 1 47 in 20! 5), 
Beyond that deductible, enrollees generally pay 20 percent of allowable costs for most Part B 
services. At the same time, certain services that are covered by Medicare, such as home health 
visits and laboratory tests, require no cost sharing. As a result of those variations, enrollees have 
conflicting incentives to weigh relative costs when choosing among options for treatment. 
Moreover, if Medicare patients incur extremely high medical costs, they can face a significant 
amount of cost sharing because the program does not cap those expenses. 

This proposal, as described by the Congressional Budget Office (CBO), would replace the 
current complicated mix of cost-sharing provisions with; first, a single combined annual 
deductible covering all services in Parts A and B of Medicare; second, a uniform coinsurance 
rate of 20 percent for amounts above that deductible (including inpatient expenses); and, third, an 
annual cap on each enrollee’s total cost-sharing liabilities. Under this option, CBO estimated the 
combined deductible would be $550, and the cap on total cost sharing would be $5,500. 

Modernizing Medicare in this way would provide greater protection against catastrophic costs 
while reducing Medicare’s coverage of more predictable expenses. Capping enrollees’ out-of- 
pocket expenses would especially help people who develop serious illnesses, require extended 
care, or undergo repeated hospitalizations but lack some supplemental (Medigap) coverage for 
their cost sharing. It also would increase incentives for enrollees to use medical services 
prudently. Deductibles and coinsurance rates expose beneficiaries to the financial consequences 
of decisions about health care treatments and are aimed at ensuring that services are used only 
when an enrollee’s benefits exceed those costs. The uniform coinsurance rate across services 
would also encourage enrollees to compare the costs of different treatments in a more consistent 
way. In addition, the reductions in costs under this option for Medicare’s Part B program would 
translate into lower premiums for all enrollees. Under this option federal outlays would be 
reduced by $52 billion over 10 years, CBO estimates. 

Of course, any changes to Medicare beneficiaries’ cost-sharing must account for income 
differences and be phased in to limit the impact on vulnerable populations. 

The administration, in its annual budget, has also proposed increased beneficiary cost sharing, 
such as increased Part B deductibles for new Medicare beneficiaries. The AHA agrees with the 
administration’s position in the budget that Medicare cost sharing “helps to share responsibility 
for payment of Medicare services between Medicare beneficiaries,” and that increased cost 
sharing will serve “to strengthen program financing and encourage beneficiaries to seek high- 
value health care services . . ..” Ultimately, specifics on the structure of cost-sharing changes can 
be deliberated, and the AHA is open to the administration’s proposals; but it is important to note 
the program financing and shared responsibility for value that is discussed in the president’s 
budget. 

Modifications to First-dollar Medigap Coverage . About 25 percent of enrollees in fee-for- 
service Medicare purchase Medigap policies, and about 40 percent have retiree coverage through 
a former employer. By reducing or eliminating enrollees’ cost-sharing obligations, those policies 
can, at times, mute the incentives for prudent use of medical care that cost sharing is designed to 
generate. The administration agrees with this dynamic - the president’s 20 1 4 budget stated: 
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“Medicare requires cost-sharing for various services, but Medigap policies sold by private 
insurance companies provide beneficiaries with additional coverage for these out-of-pocket 
expenses. Some Medigap plans cover all or almost all copayments, including even modest 
copayments for routine care that most beneficiaries can afford. This practice gives beneficiaries 
less incentive to consider the cost of services, leading to higher Medicare costs and Part B 
premiums.” 

There are various proposals for improving incentives under Medigap. One suggestion from CBO 
would bar those Medigap policies from paying any of the first $550 of an enrollee’s cost-sharing 
obligations and would limit their coverage to 50 percent of the next $4,950 of an enrollee’s cost 
sharing (Medigap policies would cover all further cost sharing, so policyholders would not pay 
more than $3,025). Under this option, federal outlays would be reduced by $58 billion over 10 
years, CBO estimates. 

The president’s proposal is structured differently, but addresses the same Medigap dynamics. 

The president’s plan “would introduce a Part B premium surcharge for new beneficiaries who 
purchase Medigap policies with particularly low cost-sharing requirements, effective in 2017. 
Other Medigap plans that meet minimum cost-sharing requirements would be exempt from the 
surcharge. The surcharge would be equivalent to approximately 15 percent of the average 
Medigap premium.” Specifics on the structure of first-doilar Medigap changes can be discussed 
and determined by the Congress, and the AHA is open to the administration’s and CBO’s 
proposals. 

Increasing Income-related Premiums under Medicare . All enrollees in Part B or Part D of 
Medicare are charged basic premiums for that coverage. Those premiums are currently $ 1 04.90 
per month for Part B and an average of $3 1 . 1 7 per month for Part D. When the Part B program 
began, in 1966, the basic premium was intended to cover 50 percent of Part B costs per enrollee 
over age 65. 

Enrollees in Parts B and D who have relatively high income pay a higher premium known as the 
income-related premium (IRP). The amount of the IRP depends on an enrollee’s modified 
adjusted gross income, or MAGI (the total of adjusted gross income and tax-exempt interest). 

The AHA supports proposals that contemplate changes to premiums to ensure the long-term 
health of the Medicare program, and we believe this is apropos of this discussion to consider this 
option to pay for fixing the physician payment issue because significant cuts to Medicare 
physician payments under current law represent a significant challenge to the health of Medicare. 
CBO has published an analysis on raising beneficiary premiums from paying for 25 percent of 
Part B costs (a change made in 1997) to 35 percent. The administration in its 2014 budget 
proposed doing this based on Medicare beneficiary income, and this is another approach the 
AHA believes Congress should explore. This proposal would help improve the financial stability 
of the Medicare program by reducing the federal subsidy of Medicare costs for those 
beneficiaries who can most afford them. Under this option, federal outlays would be reduced by 
$52 billion over 10 years, the Office of Management and Budget estimates. 

Some of our members have discussed the concept of raising the Medicare eligibility age. Such an 
increase would be similar to increases currently scheduled under the Social Security program, 
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and account for increases in life expectancy. However, some policymakers have raised 
objections to this approach. In an effort to promote bipartisan structural reforms to the Medicare 
program, we are not recommending Congress incorporate such a change in the SGR 
deliberations. However, we encourage Congress to continue to discuss the eligibility age as 
people live longer and healthier lives. 

Reform the Medical Liability System . Hospitals and physicians continue to face skyrocketing 
costs for professional liability insurance. This is affecting access to care as physicians leave 
states with high insurance costs or stop providing services that expose them to higher risks of 
lawsuits. This also often leads clinicians to practice “defensive medicine” ~ providing extra, 
often unnecessary, care to minimize the risk of lawsuits. Steps the government could take 
include: establishing “safe harbor” protections for providers who follow evidence-based clinical 
practice guidelines; capping non-economic damages; allowing courts to limit lawyers’ 
contingency fees; and providing prompt compensation to injured patients based on an agreed- 
upon payment schedule. Under these options, federal outlays would be reduced by $57 billion 
over 10 years, CBO estimates. 

Simplify Administrative and Regulatory Processes . Providers face duplicative regulations and 
high compliance burdens, as well as varying claims-processing and record-keeping requirements, 
imposed by the array of public and private insurance plans. Care can be more affordable if health 
care professionals spend more time at the bedside and less time on paperwork. Insurers and 
employers also want to reduce administrative costs. The Center for American Progress estimated 
that administrative costs consume 14 percent of all health care expenditures and that at least half 
of this spending is wasteful. Its analysis found that reducing the administrative complexity of 
health care could save $40 billion annually. Additional cost savings could be achieved through 
regulatory relief, such as limiting and better coordinating the flood of new and often overlapping 
auditing programs that are burdening providers with duplicative audits, unmanageable medical 
record requests and inappropriate payment denials. 

No one questions the need for auditors to identify fraud or correct billing mistakes; however, the 
multiplicity of federal, state and private payer programs are resulting in unnecessary costs and 
burdens. Similarly, the many credentialing and quality improvement initiatives established by 
regulators, private accreditors and payers have conflicting and overlapping requirements that 
make care delivery more expensive, CBO has not scored this proposal. 

The stakes are high, and the time to act is now. These actions would help to dramatically bend 
the cost curve, saving billions of dollars for taxpayers. 


CUTS TO HOSPITAL PAYMENTS NOT THE ANSWER 

Funding for hospital services provided to Medicare beneficiaries continues to fall below the 
actual cost of providing care. Recognizing this, last week, MedPAC recommended increasing 
hospital inpatient and outpatient Medicare prospective payment system (PPS) payments in FY 
and calendar year (CY) 2016, respectively. These are the same recommendations the commission 
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approved for FY 2015. Specifically, the commission recommended increasing payment rates for 
the acute-care hospital inpatient and outpatient PPSs by 3.25 percent. 

In FY 2015, MedPAC projects that the average hospital will have an overall Medicare margin of 
negative 9.0 percent. Hospitals continue to face ongoing cuts mandated by Congress, including 
sequestration, the documentation and coding cuts set forth in the American Taxpayer Relief Act 
(ATRA) and additional penalties associated with quality reporting and compliance with 
meaningful use requirements. In total, hospitals have faced more than $121 billion in cuts since 
2010. 

Now is not the time to further cut payments to hospitals. Below we outline several proposals that, 
if implemented, would have a devastating effect on hospitals’ ability to continue delivering the 
high-quality, accessible care upon which their communities depend. We urge Congress to reject 
these proposals as it considers w'ays to pay for replacing the SGR formula. 

Implementation of Site-neutral Payment Policies . Some in Congress have suggested adopting 
an ill-advised proposal that w'ould cap “total” payment for non-emergency department evaluation 
and management (E/M) services in hospital outpatient departments (HOPDs) at the rate paid to 
physicians for providing the services in their private offices. MedPAC had estimated its policy 
would reduce Medicare spending by $900 million per year and $9 billion over 10 years by 
reducing hospital payment between 65 percent and 80 percent for 10 of the most common 
outpatient services. 

The AHA strongly opposes such legislation because: 

• Hospitals provide access to critical hospital-based services that are not otherwise 
available in tlie community and treat higher-severity patients for whom the hospital 
outpatient department is the appropriate setting. 

• Hospitals have higher cost structures than physician offices due to the need to 
have emergency stand-by capacity. 

• Hospitals have more comprehensive licensing, accreditation and regulatory requirements 
than physician offices. 

In addition, some in Congress have proposed capping total payment for certain HOPD services 
at the physician rate. MedPAC estimates that this would cut hospital outpatient payments by 2.7 
percent, or $1 .2 billion, in one year. The services in these 66 ambulatory payment classifications 
(APCs) are outpatient services that are integral to hospitals’ service mission. However, MedPAC 
identified them as candidates for site-neutral cuts because a MedPAC staff analysis showed that 
they met several criteria, including being frequently performed in physician offices. The policy 
would result in steep cuts. For instance, using data reflecting 2013 APC packaging policies, the 
hospital’s payment for a level 11 echocardiogram without contrast (APC 0269) would drop from 
$390.49, the average amount paid in 2013 under the outpatient PPS, to $125.91 - a 68 percent 
reduction. 

However, in recent years, CMS has been shifting the OPPS more definitively away from a per- 
service fee schedule to a prospective payment system with larger payment bundles. As this shift 
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occurs, the package of services paid under the OPPS will become less comparable to those paid 
under the PFS, meaning the implementation of site-neutral payment policies will more likely 
result in unfair and inaccurate payments. Further, larger payment bundles provide incentives to 
improve efficiency and better manage resources - site-neutral payment policies will hamper this 
innovation. Steep payment cuts could have unintended consequences for patient access to care 
and hospitals’ ability to continue to provide emergency standby services. 

Additionally, MedPAC proposed an alternate site-neutral proposal that would base payments for 
HOPD services on the rates Medicare pays for services in ambulatory surgical centers (ASCs). 
The impact of this approach also would be significant; currently. Medicare pays for covered 
surgical services in ASCs at approximately 60 percent of the rate that it pays for similar services 
in the HOPD. This policy would reduce HOPD payment for 12 APCs that are commonly 
performed in ASCs to the ASC level. MedPAC estimates that this policy would reduce hospital 
outpatient payment by $590 million per year or a 1.7 percent decrease. 

The AHA strongly opposes these cuts. Unlike physician offices and ASCs, hospitals play a 
unique and critical role in the communities they serve by providing a wide range of acute-care 
and diagnostic services, supporting public health needs and offering many other services that 
promote the health and well-being of the community. In addition, hospitals provide emergency 
standby services such as: 

• 24/7 Access to Care: Providing health care services, including specialized resources, 

24 hours a day, seven days a week, 365 days a year. 

• The Safety Net: Caring for all patients who seek emergency care regardless of ability 
to pay. 

• Disaster Readiness and Response: Ensuring that staff and facilities are prepared to 
care for victims of large-scale accidents, natural disasters, epidemics and terrorist 
actions. 

As a part of this 24/7, safety-net and readiness, hospitals must have surgical capabilities for 
extremely complex patient cases, and do not enjoy the ASC capability to only prepare for the 
least complex outpatient cases. This high level of hospital capability must be accounted for in 
reimbursement. 

Despite its importance, hospitals’ standby role is not explicitly funded. There is no payment 
for a hospital and its staff to be at the ready until a patient with an emergency need arrives. 
Without such explicit funding, the standby role is built into the cost structure of full-service 
hospitals and supported by revenue from direct patient care - a situation that does not exist for 
physician offices, ASCs or any other type of provider. Indeed, hospitals today face challenges 
in maintaining this standby role, such as staffing and space constraints, greater expectations for 
preparedness, the erosion of financial support from government payers and the loss of patients 
to other settings that do not have the added costs of fulfilling the standby role. In addition, 
some physicians and ASCs do not serve Medicaid and charity care patients. By contrast, 
hospitals provided $46 billion of uncompensated care in 2012. 


8 



109 


The critical roles that hospitals play, while often taken for granted, represent essential 
components of our nation’s health and public safety infrastructure. It is critical that Congress 
consider these unique roles of hospitals and refrain from imposing site-neutral payment cuts 
on HOPD services. 

Reductions to Assistance to Low-income Beneficiaries . The Medicare program requires its 
beneficiaries to pay a portion of the cost of their care, for example, through the inpatient hospital 
deductible of more than $ 1 ,200 and through the outpatient hospital coinsurance of 20 percent. 
Many low-income beneficiaries cannot pay these amounts to the hospital, resulting in unpaid 
debt (sometimes referred to as “bad debt”). Historically, the Medicare program has reimbursed 
hospitals for a portion of the debt incurred by Medicare beneficiaries, particularly those with low 
incomes. 

The Middle Class Tax Relief and Job Creation Act of 2012 reduced these payments for PPS 
hospitals from 70 percent to 65 percent beginning in FY 2013, and for critical access hospitals 
(CAHs) from 100 percent to 65 percent, phased-in over three years beginning in FY 2013. Thus, 
for CAHs, Medicare paid 88 percent of allowable bad debt in FY 2013, 76 percent in FY 2014, 
and will pay 65 percent in 2015 and beyond. 

The AHA urges Congress to reject any cuts to hospital payments for assistance in covering the 
debts of low-income Medicare beneficiaries. The Medicare program already pays less than the 
cost of providing care to Medicare beneficiaries. Reductions exacerbate this problem, especially 
for those hospitals that serve many low-income beneficiaries, such as safety-net hospitals and 
rural hospitals: it leaves safety-net hospitals with less ability to serve low-income Medicare 
beneficiaries; and it puts rural hospitals and the patients they serve under severe stress, as their 
small size leaves them with more limited cash flow and less of an ability to absorb such losses. 
Rural hospitals have Medicare bad debt levels that are, on average, 50 percent higher than urban 
hospitals. Cutting reimbursement to hospitals for assistance to cover the debts of low-income 
Medicare beneficiaries while still paying less than the cost of care to Medicare beneficiaries is 
inappropriate, 

Medicaid frequently underpays beneficiaries’ Medicare cost-sharing obligations, leading to high 
levels of dual-eligible beneficiary debt. Dually eligible beneficiaries account for roughly 20 
percent of Medicare beneficiaries, but about 59 percent of hospitals’ Medicare bad debt. 

Under Medicare’s statutory reasonable cost principles, costs of care that are attributable to 
Medicare beneficiaries cannot be shifted to non-Medicare patients, and vice versa. Thus, when 
hospitals are unable to collect cost-sharing payments owed by Medicare beneficiaries, they 
record these payments as bad debt and are reimbursed a portion of that Medicare debt directly 
from CMS, 

Reductions to Graduate Medical Education (GME) . Some policymakers are advocating a 
significant reduction in Medicare GME payments to teaching hospitals. The president’s FY 2015 
budget called for reducing the indirect medical education (IME) adjustment by 10 percent, from 
5.5 percent to 5.0 percent, which would cut Medicare medical education payments by 
approximately $14.6 billion over 10 years. The Simpson-Bowles deficit commission 
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recommended reducing the IME adjustment by 60 percent and limiting hospitals’ direct GME 
(DOME) payments to 1 20 percent of the national average salary paid to residents in 20 1 0. The 
Simpson-Bowles changes would reduce Medicare medical education payments by an estimated 
$60 billion through 2020. 

In July, an Institute of Medicine (lOM) committee recommended phasing out Medicare’s 
current, separate IME and DOME payments to hospitals and replacing them with one 
geographically adjusted national per resident amount, paid to GME training program sponsors. If 
implemented, the recommendations would uncouple Medicare GME funding from patient care 
provided to Medicare beneficiaries, allowing current hospital GME funding to go to other 
entities that do not treat Medicare patients and to the creation of additional government 
bureaucracies. According to the lOM committee’s own projections, in year five of a 10-year 
phase out of Medicare GME funding, teaching hospitals would effectively experience a 35 
percent cut in payment for GME. The committee recommends the termination of Medicare 
support at the end of 1 0 years with no new funding source - instead, simply an assessment of the 
ongoing need for Medicare funding. Finally, the recommendations do not adequately address the 
current limits on the number of Medicare-funded residency training slots when our nation is 
already facing a critical shortage of physicians. The report also ignores how hospitals are already 
addressing the changing health care landscape by: providing training in outpatient settings such 
as community clinics; giving a common infrastructure to support all residents; and recognizing 
that some specialties, like neurosurgery, require training only in an inpatient environment. 

The AHA urges Congress to reject reductions in Medicare funding for IME and DOME. 

The nation is already facing a critical shortage of physicians, and cuts to IME/DGME would 
further exacerbate the problem. Experts indicate that the nation could face a shortage of as many 
as 130,000 doctors by 2025; the expansion of health care coverage would increase overall 
demand for physicians and increase the projected physician shortfall by up to 31,000 physicians. 
Physician shortages would hamper national efforts to improve access to care and may result in 
longer wait times for patients. 

Cuts to GME funding would also jeopardize the ability of teaching hospitals to train the next 
generation of physicians. They would force teaching hospitals to eliminate staff, close training 
programs and eliminate services operating at a loss. In February 201 1, the Association of 
American Medical Colleges estimated the impact of federal IME cuts and found that a 60 
percent reduction in IME payments could mean a loss of 72,600 jobs, $653 million in state and 
local tax revenue and $10.9 billion to the U.S, economy. 

Given the current and projected shortage of physicians, especially in primary care and general 
surgery, the AHA continues to recommend that the 1996 cap on residency slots be lifted. We 
urge Congress to eliminate the 1 8-year freeze in the number of physician training positions 
Medicare funds by supporting the creation of at least 1 5,000 new resident positions (about a 1 5 
percent increase in residency slots) as included in the Resident Physician Shortage Reduction 
Act of2013, introduced by Rep. Joseph Crowley (D-NY). 
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Changes to the CAH Program . Approximately 5 1 million Americans live in rural areas and 
depend upon the hospital as an important, and often the only, source of care in their community. 
Remote geographic location, small size and limited workforce, along with physician shortages 
and often constrained financial resources, pose a unique set of challenges for rural hospitals. 
Compounding these challenges, rural hospitals’ patient mix makes them more reliant on public 
programs and, thus, particularly vulnerable to Medicare and Medicaid payment cuts. 

Medicare and other federal programs need to account for the special circumstances of rural 
communities. This includes securing the future of existing special rural payment programs - 
including the critical access hospital, sole community hospital, Medicare-dependent hospital and 
rural referral center programs. 

Some lawmakers, and the administration, have proposed changes to the CAH program that 
would have a detrimental impact on health care in many vulnerable rural communities. The AHA 
continues to advocate that Congress maintain current policies which provide vital funding for 
rural and small hospitals. This includes; 

• ensuring CAHs are paid at least 101 percent of costs by Medicare Advantage plans; 

• ensuring rural hospitals and CAHs have adequate reimbursement for certified registered 
nurse anesthetist services, including stand-by services; 

• providing CAHs with bed-size flexibility; 

• reinstating CAH necessary provider status; and 

• removing unreasonable restrictions on CAHs’ ability to rebuild. 

In addition to their vulnerability to payment cuts and harmful changes to vital rural programs, 
small and rural hospitals are disproportionately affected by burdensome federal regulatory 
policies, threatening their ability to provide care to the patients and communities they serve. 
These regulatory burdens include the 96-hour rule, the outpatient therapeutic services direct 
supervision policy and the electronic health records and meaningful use regulations. CMS 
should better account for the unique circumstances of rural providers in the rulemaking process. 

Changes to Post-acute Care Payment . In recent years, post-acute care providers have faced 
great scrutiny from Congress. More recently, the Bipartisan Budget Act of December 2013 
(BiBA) implemented a site-neutral payment policy for LTCHs, which will reduce payments for 
one out of two long-term care hospital (LTCH) cases - a cut of $3 billion. And the Improving 
Medicare Post-Acute Care Transformation Act of 2014 (IMPACT Act) sets in motion for each of 
the post-acute settings a more consistent reporting infrastructure and the development of a 
consolidated post-acute payment system prototype. 

In addition, the president’s FY 2015 budget would lower inpatient rehabilitation facility (IRF) 
reimbursement for selected patients to a skilled nursing facility (SNF) level payment, and raise 
the current IRF “60% Rule” threshold. Similar proposals are anticipated in the president’s FY 
2016 budget. These proposals overlook clear distinctions between SNF and IRF patients and 
services, as mandated and documented by CMS. As a result of tougher Medicare standards, IRF 
case mix has increased and the number of IRF patients has dropped by 140,000 cases annually 
since 2004, IRFs help beneficiaries regain physical and cognitive function after major health 
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events such as strokes, brain injuries and spinal cord injuries. And they provide further value to 
the overall system of care with their low readmissions rate. 

Independent Payment Advisory Board (IPABf . Created by the Affordable Care Act (ACA), 
IPAB is a commission appointed by the president and empowered to establish reimbursement 
rates for the Medicare program. Although hospitals will not be subject to IPAB decisions until 
2020, we are concerned that removing elected officials from the decision-making process could 
result in even deeper cuts to the Medicare program in the future. The AHA supports the repeal of 
IPAB, because its existence permanently removes Congress from the decision-making process, 
and threatens the important dialogue between hospitals and their elected officials about how 
hospitals can continue to provide the highest quality care to their patients and communities. 

Changes to the 340B Drug Pricing Program . Section 340B of the Public Health Service Act 
requires pharmaceutical manufacturers participating in Medicaid to sell outpatient drugs at 
discounted prices to eligible public and non-profit health care facilities that care for large 
numbers of uninsured and low-income people. The program enables eligible entities, including 
certain hospitals, to stretch scarce federal resources to expand and improve access to 
comprehensive health care services to more patients in the communities they serve. 

Since the program was established in 1990, Congress has acted several times to expand it. 
Currently, community health centers, children’s hospitals, hemophilia treatment centers, critical 
access hospitals, sole community hospitals, rural referral centers and public and nonprofit 
disproportionate share hospitals that serve low-income and indigent populations are eligible to 
participate in the program. These entities must meet a variety of requirements to participate in 
the program, including: yearly recertification; audits from both the Health Resources and 
Services Administration (HRSA), which oversees the program, and drug manufacturers; and 
maintaining auditable inventories of all 340B and non-340B prescription drugs. 

Hospitals that participate in the 340B program use the savings to provide enhanced services to 
their patients, including, but not limited to: funding other medical services, such as obstetrics, 
diabetes education, oncology services and other ambulatory services; providing financial 
assistance to patients unable to afford their prescriptions; providing clinical pharmacy services, 
such as disease management programs or medication therapy management; establishing 
additional clinics; creating new community outreach programs; and offering free vaccines. 

The AHA opposes any efforts to scale back or reduce the benefits of the 340B program. The 
340B program has a proven track record of decreasing government spending and helping safety- 
net providers stretch limited resources to increase access to care for the vulnerable patients and 
communities they serve. In addition. HRSA has undertaken many efforts to exert more oversight 
of the program. The AHA supports program integrity efforts to ensure this vital program remains 
available to safety-net providers and encourages HRSA to develop a process to help financially- 
distressed providers meet new program integrity provisions. 

Restrictions on Medicaid Provider Assessments . The Medicaid provider assessments program 
has allowed state governments to expand coverage, fill budget gaps and maintain patient access 
to health services to avoid additional provider payment cuts by helping states finance their 
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portion of the joint federal/state program. Some policymakers have called for restricting states’ 
ability to use assessments as a financing tool. The president’s FY 201 3 budget had proposed to 
phase down, but not eliminate, Medicaid provider assessments beginning in 2015. The 
administration estimated this would save $21.8 billion over 10 years. The House approved its FY 
2013 budget reconciliation package with cuts to Medicaid provider assessments of $11, 2 billion 
over 10 years. The Simpson-Bowles deficit commission also recommended restricting, and 
eventually eliminating, states’ ability to use assessments on health care providers to finance a 
portion of their Medicaid spending. This proposal to eventually eliminate provider assessments 
would result in estimated reductions of $44 billion in the Medicaid program by 2020. 

The AHA urges Congress to reject options that restrict states’ ability to partially fund Medicaid 
programs using provider assessments. Restrictions in the use of provider assessments are just 
another name for Medicaid cuts. Further cuts to funding for hospital services would put 
enormous pressure on already stretched state budgets and could jeopardize this critical health 
care safety-net program. Hospitals already experience payment shortfalls when treating Medicaid 
patients, Medicaid, on average, covers only 89 cents of every dollar spent treating Medicaid 
patients. Change,s to the provider assessment program would further exacerbate this problem. 
Currently, 67 million low-income Americans rely on the Medicaid program to provide access to 
health care. With implementation of the ACA, as many as 13 million more people may be 
enrolled in Medicaid (based on April 2014 CBO estimates). Any reduction or elimination of 
Medicaid provider assessments would be on top of Medicaid cuts made at the state level. 


CONCLUSION 

The AHA and the hospital field appreciate your consideration of these issues. Real 
improvements in health and health care - as opposed to arbitrary cuts to provider payment 
- have the ability to put our country on a more sustainable fiscal path and have received 
bipartisan support. But reining in health care spending is only one part of the solution to our 
nation’s fiscal crisis. And, hospitals are just one component of the health care system. Together, 
we need to create solutions that allow individuals to access the care they need, when and where 
they need it and have it delivered in the safest, most cost-effective manner. By focusing our 
efforts and taking responsibility for that which we can control, together we can ensure a healthier 
tomorrow. 
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[The attachment to Mr. Umhdenstock’s statement has heen re- 
tained in committee files and can he found at: http:! / 
docs.house.gov ! meetings ! if ! if 14 ! 20150122 ! 102827 ! hhrg-114-ifl4- 
wstate-umbdenstockr-20150122.pdf.] 

Mr. Pitts. Dr. O’Shea, you are recognized for 5 minutes. 

STATEMENT OF GERALDINE O’SHEA 

Dr. O’Shea. Chairman Pitts and Ranking Member Green, mem- 
bers of the subcommittee, on behalf of the American Osteopathic 
Association, thank you for the opportunity to testify today on the 
importance of permanently reforming the Medicare physician pay- 
ment system. 

My name is Geraldine O’Shea. I am a DO, I am a board certified 
osteopathic internist from Jackson, California. I have been prac- 
ticing osteopathic medicine for 22 years. Osteopathic physicians, 
like MDs, are fully licensed to prescribe medicine and practice in 
all specialty areas, including surgery. DOs are trained to consider 
the health of the whole person and use their hands to help diag- 
nose and treat their patients. DOs take care of people, not prob- 
lems, and utilize a mind, body and spirit, patient-centered ap- 
proach to healing itself DOs use this approach in addition to all 
other modalities of modern medicine. 

Over 60 percent of practicing DOs specialize in primary care 
fields. The profession also has a longstanding history of training 
physicians who practice in rural and other underserved areas. I am 
currently the medical director of Foothills Women’s Medical Center 
in Jackson, California. My practice is comprised of women’s health 
and primary care and also hospital care, and I deliver it each day, 
and I have the opportunity to see and treat my patients. I also 
serve on the Board of Trustees for the American Osteopathic Asso- 
ciation, which represents 110,000 osteopathic physicians and osteo- 
pathic medical students, who are training in 30 colleges of osteo- 
pathic medicine in 42 locations across our Nation. 

Today I will share with you my personal experience of the detri- 
mental impact the current Medicare physician payment system has 
on all physicians and how it is a barrier to high-quality care for 
our Nation’s seniors. My charge here is not only to represent osteo- 
pathic physicians and medical students and our medical M.D. Col- 
leagues, but really to advocate for the patients that we serve. 

Payment reform should no longer be an if, but must be a when, 
and the time is now. The current system is stifling innovation and 
preventing a move to a system focused on quality of care instead 
of volume. It is also stifling a move to delivery models focused on 
care coordination and a systems approach. 

As a DO, this fragmentation does not align with my training and 
the philosophy behind osteopathic medicine. It is time we looked 
past short-term solutions. We must instead consider the Medicare 
system as a whole, physicians and other providers, and most im- 
portantly our seniors. The impact of inaction today or continuation 
of only treating the short-term problem will have negative reper- 
cussions for the health of Medicare, and we must keep this in mind 
throughout today’s discussions. 

The osteopathic profession continues to fully support the bi- 
cameral, bipartisan policy framework that was developed last year 
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by all three committees of relevant jurisdiction in Congress, and we 
thank you all here too. We greatly appreciated that the committees 
incorporated input from the physician communities at every step of 
the way and gained overwhelming support of the house of medi- 
cine, and that is not an easy task. 

Quality of care will ultimately improve when payment incentives 
increase and are aligned with healthcare quality. The proposal 
would stabilize physician payments while transitioning into a sys- 
tem that promotes the delivery of high-quality patient care. The 
new system includes strong recognition of the importance of pri- 
mary care as supported by the patient-centered medical home. The 
AOA was one of the four organizations which developed the prin- 
ciples of the medical home. 

The proposal also works to align the current disjointed quality 
reporting programs to ease the administrative burdens placed upon 
physicians. This means we can spend less time with paperwork and 
more time with our patients, where we are needed most. 

There have been various proposals advanced and discussed over 
the years by lawmakers and advocates on how to specifically pay 
for or even not pay for a permanent fix to the SGR. However, we 
need to consider the whole system, just as the osteopathic physi- 
cian considers the whole person in determining how an illness or 
issue might be impacting a patient. 

Recent congressional discussions on other healthcare priorities 
have included strong consideration of unpaid legislative solutions, 
and these considerations should also be extended to payment re- 
form. We must recognize there cannot be significant legislative ac- 
tion on other important healthcare priorities until the physician 
payment issue is permanently resolved. It is not for us as physi- 
cians to be prescriptive in which specific approach Congress should 
take in offsetting a permanent solution to a reformed Medicare 
physician payment system. 

Whether targeted, unpaid, OCO, or a combination of these offset 
approaches, we urge Congress to consider the potential impact to 
the entire healthcare system, particularly on our patients. Jeopard- 
izing patient access to care within the Medicare program cannot be 
an option. The AOA advocates for the patients we serve, including 
enhancing their access to care, to protecting the patient-physician 
relationship, because we believe this is vital to the delivery of qual- 
ity health care. 

As leaders of Congress, we do implore you to take action now, be- 
fore March 31, to fix the physician payment system permanently, 
protect seniors, and strengthen the Medicare program. 

I thank you for your time today. I am hopeful on behalf of my 
physician colleagues and patients that this Congress will get this 
issue resolved permanently. And I thank you very much. 

Mr. Pitts. We hope so. Thank you very much. Dr. O’Shea. 

[The prepared statement of Dr. O’Shea follows:] 
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Summary 

Medicare physician payment reform should reflect a long-term, holistic approach, and is an 
opportunity to move beyond a short-term solution to a problem that directly impacts the health and 
well-being of our nation’s most vulnerable citizens. 

The Burden ofSGR: 

• The current Medicare physician payment system has a detrimental impact on all physicians, and 
is a barrier to the provision of high-quality care for our nation’s seniors. 

• Reforming the Medicare physician payment system before the current patch expires on March 
31 should no longer be an "if" but must be a "when" 

• We must consider the Medicare system as a whole - physicians, other professionals and 
providers, and most importantly seniors. 

Reaching a Solution; The legislation agreed to by the previous Congress and the physician 
community would replace the current system with one that ultimately rewards physicians for 
providing high-quality care for the millions of seniors covered under the Medicare program. 

Work Remains: Whether targeted, unpaid, OCO, or a combination of any of these offset 
approaches, we urge Congress to consider the potential impact to the entire health care system that a 
particular offset approach might have, creating a ripple effect beyond one portion of the system — 
just as the osteopathic physician considers the whole person in determining how an illness or issue 
might be impacting a patient. Our nation’s seniors and their loved ones, and the providers who care 
for them must remain top of mind. Recent Congressional discussions on other health care priorities 
have included strong consideration of unpaid legislative solutions, and we therefore submit that 
these considerations should also be extended to payment reform. 
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Statement of Getaldine T. O'Shea. DO on Behalf of the American Osteopathic Association 

Chairman Pitts, Ranking Member Green, and Members of the Subcommittee, on behalf of the 
American Osteopathic Association (AOA) and the mote than 110,000 osteopathic physicians and 
osteopathic medical students we represent, thank you for the opportunity to testify today on the 
importance of permanently reforming the Medicare physician payment system. My name is 
Geraldine O’Shea, DO, and I am a board certified osteopathic internist fromjackson, California. 

I have been a practicing osteopathic physician for 22 years, and have experienced dramatic changes 
in the practice and delivery of health care in the United States. One thing has remained the same - 
the sanctit)' of the patient-physician relationship. As an osteopathic physician, I am trained to take a 
holistic approach to caring for my patients. My testimony today regarding Medicare physician 
payment will also reflect a long-term, holistic approach, and the opportunity to move beyond a 
short-term solution to a problem that directly impacts the health and well-being of our nation’s most 
vulnerable citizens, 

1 am currently the medical director of Foothills Women’s Medical Center in Jackson, California, in 
the foothills of the Sierras. My practice is comprised of women’s health, primary, and hospital care 
delivery where each day I have the opportunity to see and treat patients. I am the current president 
of the American Association of Osteopathic Examiners; the board comprised of all osteopathic 
physicians who are members of state medical boards. 

I also serve on the Board of Tatstees of the AOA, a professional membership association that exists 
to promote public health; encourage scientific research; serve as the primary certifying body for 

doctors of osteopathic medicine (DOs); be the accrediting agency for osteopathic medical schools; 
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maintain a CMS-approved registn’ for quality reporting; and accredit hospitals and other health care 
facilities. 

My charge here today is not only to represent osteopathic physicians and osteopathic medical 
students, and our MD colleagues, but also to advocate for the patients we have the privilege to serv'e 
as physicians in this great nation. 

In my 26 years as an AOA member, I have been able to interact and work with my colleagues as the 
practice and business of medicine has transformed I directly witnessed this in my previous capacity 
as chair of the AOA committees that oversee scientific affairs and public health, federal health 
programs, and women’s health issues. 

Today, I will share with you my personal experience of the detrimental impact the current Medicare 
physician payment system has on all physicians, and how it is a barrier to the provision of high- 
quality care for our nation’s seniors. 

Background on the Osteopathic Profession 

Osteopathic physicians - like MDs - are fully licensed to prescribe medicine and practice in all 
specialty areas, including surgery. DOs are trained to consider the health of the whole person and 
use their hands to help diagnose and treat their patients. DOs are one of the fastest growing 
segments of health care professionals in the United States. Currently, more than one in four 
medical students in the United States are training to become osteopathic physicians. There are 
currently 30 colleges of osteopathic medicine accredited to deliver instruction at 42 teaching 
locations in 28 states. 
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Our academic and training model places an emphasis on preparing osteopathic medical students for 
careers in physician specialties such as family medicine, internal medicine, obstetrics /gynecology, 
general surgery, and emergency medicine. Our academic curricula, along with a community-based 
training model, are the primary' reasons the profession has enjoyed great success in producing 
primary care physicians and community-based specialists. 

Today, over 60 percent of practicing DOs specialize in such primary care fields as family medicine, 
general internal medicine, and pediatrics. The profession continues to believe that the most 
effective health care sj^stem is built on a strong foundation of community^-based primar}'^ care. 

The profession also has a long-standing histor)^ of training physicians who practice in rural and other 
underser.’’ed areas. Many of our coUeges are located in geographic regions with acute physician 
shortages, such as western Washington, Arizona, and Central Appalachia where we have four 
colleges of osteopathic medicine. This commitment to establishing colleges and training 
opportunities in areas of need is key to meeting the health care needs of underserved communities. 

This reflects the osteopathic medical profession's strong dedication to both primary care and rural 
service to meet the needs of the American public through our specialty and geographic distribution. 

The Burden of SGR 


As the title of the hearing denotes, the time for a permanent solution is indeed now. The 
osteopathic medical profession stands ready to work with Congress to achieve this goal Repealing 
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the sustainable growth rate (SGR) and reforming the Medicare physician payment system before the 
current patch expires on March 31 should no longer be an but must be a "when." 

Elderly patients for too long have been impacted by the current broken payment model. Congress 
has heard our calls year upon year to reform the system, but has only been successful delivering 
annual, or sometimes even monthly, fixes which do not address the problem. Physicians have been 
appreciative of Congress’ work to prevent drastic cuts to our Medicare payment rates. However, 
preventing cuts is only one step to ensure that Medicare patients have access to physicians when and 
where they need us. 

Physicians do not want to leave the Medicare program, but payment rates that have not kept pace 
with the cost to practice medicine are making it nearly impossible for many of us to continue. We 
do not want to leave our patients, our seniors, your constituents, with fewer options for medical 
care; we were trained to heal, after all. 

I believe we can all agree that it is time we look past the short-term solution, and delve into the long- 
term solution through a holistic approach. As we look at this issue through that lens, we must 
consider the Medicare system as a whole — physicians, other professionals and providers, and most 
importantly seniors. Tlte impact of inaction today or a continuation of only treating the short-term 
problem could have negative repercussions for the health of Medicare, and we must keep that in 
mind throughout today’s discussion. 
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Reaching a Solution 

After more than a dozen years of repeated uncertainty over looming cuts to Medicare physician 
payment, and seventeen costly patches that merely postponed this uncertainty only to revisit it once 
again, the opportunity to permanently reform the system and repeal the SGR formula once and for 
ail is now, 

We were very encouraged by the bicameral, bipartisan pohcy framework that was developed last year 
by all three committees of jurisdiction in Congress, including your own, and embraced by 
Republicans and Democrats alike. Your work provided a solid foundation for permanently 
repealing the SGR and advancing physician payment reform. We greatly appreciated that the 
Committees incorporated input from the physician community at every step of the way, and gained 
the overwhelming support of the house of medicine. 

This unprecedented collaborative effort demonstrates the near-universal recognition across 
stakeholders of how critical it is for this problem to finally be addressed. The legislation would 
replace the current system with one that ultimately rewards physicians for providing liigh-qualily 
care for the millions of seniors covered under the Medicare program. The current system is 
untenable as it drives unnecessary treatments, tests, and/or medications resulting in increased 
morbidity and mortality - driving up the costs of care. Quality of care will ultimately improve when 
payment incentives increase and are aligned with health care quality. 

The AOA continues to strongly support this legislative package, as it stabilizes physician payments 
while transitioning from fee-for-ser\’ice into a system that not only incentivizes the delivery of high- 
quality patient care, but also works to align the current quality reporting programs to ease the 
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administrative burden placed upon physicians. This means we will spend less time with paperwork 
and more time with our patients, where we are needed the most This is not a short-term solution; 
this is a holistic approach that will benefit patients, physicians, and the Medicare program as a whole. 

Work Remains 

The reason we are all here today is because the work is not complete. We understand that enacting 
this legislation into law may cost an estimated $144 billion to offset its impiementadon over 10 
years. We cannot forget that over the past decade Congress has already spent much more than 
that — over Si 70 billion — on short-term SGR patches. $170 billion spent and we are still in the 
same system with the same perverse incentives, and stall jeopardizing access to care for our seniors. 

There have been various proposals advanced and discussed over the years by lawmakers and 
advocates on how to specifically pay for, or even not pay for, a permanent fix to the SGR. 

Some of these proposals would have a significant and direct impact on a particular stakeholder 
group. However, just as the osteopathic physician considers the whole person in determining how 
an illness or issue might be impacting a patient, we urge Congress to consider the potential impact to 
the enitre health care system that a particular offset approach might have, creating a ripple effect 
beyond just the pordon of the system it is inidally thought to impact. 

Another long-considered approach that would have minimal impact is use of the Overseas 
Contingency Operations (OCO) funding that remains from the war efforts abroad. From an 
accounting standpoint, the very framework of the SGR is viewed as a budget gimmick. By using 
OCO funds to offset the cost of SGR repeal. Congress would be correcting assumptions of higher 
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Spending (OCO funds) and expected savings (SGR payment cuts to doctors) that will never cake 
place — -thereby producing a more accurate budget 

In simpler terms, the budget baseline is based upon the assumption that the OCO funds will be 
spent over the next several years, and the scheduled double-digit SGR payment cuts will go into 
effect annually — both of which are likely false. False OCO spending and false SGR savings negate 
one another. 

As well, still others have advocated for an approach in which the cost of the legislation would not be 
offset. Recent Congressional discussions on other health care priorities have included strong 
consideration of unpaid legislative solutions, and we therefore submit that these considerations 
should also be extended to the SGR. 

Next Steps 

Ultimately, it is not for us as physicians to say which approach Congress should take in offsetting a 
permanent solution to a reformed Medicare physician payment system. Whether offsets are 
targeted, unpaid, use OCO, or are a combination of any of these approaches, we urge Congress to 
consider the impact it could have on all stakeholders of the health care system — our nation’s seniors 
and their loved ones, and the providers who care for them must remain top of mind. 

Further jeopardizing their access to care witliin the Medicare program cannot be an option — 
permanently reforming the physician payment system is one barrier to access that we are working to 
remove in this process, after all. The AOA, as a physician association, also advocates for the 
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patients we sen^e, including enhancing their access to care and protecting the sacred patient- 
physician relationship, which is vital to the deliver)^ of quality health care. 

While we recognize the political reality that makes these discussions on an approach to offsetting the 
legislation difficult, as leaders of Congress we implore you to aggressively pursue and reach 
agreement on a solution before time runs out. Continuing to enact yet another patch this March 
would be poor fiscal policy - the equivalent to only paying the monthly minimum on a credit card 
bill and not addressing the underlying debt. 

Conclusion 

On behalf of the American Osteopathic Association, the 110,000 osteopathic physicians and 
osteopathic medical students we serve, and all physicians who care for older Americans every day 
through the Medicare program, I urge Congress to continue the tremendous bipartisan spirit that 
has been a part of this effort to date. Together, we can approach this issue holistically and finally 
heal the underlying ailment. 

Thank you for the opportunity to provide testimony before this Subcommittee, and for your interest 
in permanently resolving this issue. Osteopathic physicians and our physician colleagues across the 
country look to you to complete the work that has already begun, and look forward to other 
additional health care discussions before this Committee once this issue is resolved. 
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Mr. Pitts. Dr. Speir, you are recognized for 5 minutes for your 
opening statement. 

STATEMENT OF ALAN SPEIR 

Dr. Speir. Thank you. Good morning. Chairman Pitts, Ranking 
Member Green, and distinguished members of the committee, 
thank you for the opportunity to present testimony today on behalf 
of the Society of Thoracic Surgeons. My name is Alan Speir, and 

I am a practicing cardiothoracic surgeon and medical director of 
Cardiac Surgical Services just across the river in the Inova Health 
System. I am also chair of the Workforce on Health Policy, Reform, 
and Advocacy for the Society of Thoracic Surgeons, and chair of the 
Board of Directors for the Virginia Cardiac Surgery Quality Initia- 
tive. 

Founded in 1964, the STS is an international not-for-profit orga- 
nization representing more than 6,800 surgeons, researchers, and 
allied healthcare professionals in 90 countries who are dedicated to 
ensuring the best possible outcomes for surgeries of the heart, lung, 
and esophagus, and other surgical procedures within the chest. 

On behalf of the Society, I would like to applaud this committee 
for holding a hearing on Medicare physician payment reform just 

II days into this new Congress. We are grateful for your sense of 
urgency and are eager to work with you to ensure that permanent 
SGR repeal and Medicare payment reform are enacted this year. 

I would also like to thank you for introducing the SGR Repeal 
and Medicare Provider Payment Modernization Act in the last Con- 
gress. I would implore you not to leave this major policy achieve- 
ment to languish beyond the current March expiration of the cur- 
rent SGR patch. 

I hope that my testimony today helps to demonstrate that the 
cost of continuing nothing will be far more devastating to Medicare 
patients and providers than the expense of implementing a mean- 
ingful payment reform policy. 

In my written comments, I provide additional information on the 
STS National Cardiac Database and the Virginia Cardiac Surgery 
Quality Initiative, both of which provide a foundation for our re- 
marks here today. Established in 1989, the fundamental principle 
underlying the STS National Database has been that surgeon en- 
gagement in the process of collecting information on every case, 
combined with robust risk adjustment based on pooled national 
data and feedback of such data to the individual practice and insti- 
tution, will provide the most powerful mechanism to change and it 
will improve the practice of surgery for the benefit of our patients. 
For example, published results of patients undergoing coronary ar- 
tery bypass surgery between 2000 and 2009 in institutions partici- 
pating in the database realized a 24 percent reduction in mortality 
and a 26 percent reduction in perioperative stroke. 

The VCSQI is a regional collaborative that is voluntary within 
the Commonwealth of Virginia, comprised of 14 cardiac surgical 
practices and 18 hospitals, founded in 1994 to improve the results 
of cardiac surgical care and to reduce cost. By creating evidence- 
based protocols using patients’ clinical information, matched with 
administrative and cost data, the VCSQI demonstrated improving 
quality will reduce costs. For example, the VCSQI generated more 
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than $43 million in savings to all payers through blood product 
conservation efforts, and more than $20 million in savings by iden- 
tifying the best treatment for cardiac surgical patients with a 
perioperative arrhythmia called atrial fibrillation. 

The STS has long advocated that claims information is critical to 
the effort to provide patient outcomes and care efficiencies. We are 
particularly grateful that the proposed SGR legislation would have 
allowed qualified clinical data registries to access Medicare admin- 
istrative claims data. This legislation would also have provided a 
pathway for the development of specially driven alternative pay- 
ment models that will allow payments and providers alike to ben- 
efit from quality and efficiency improvements. 

Essential to that transition is a period of predictable payment for 
physicians without the threat of SGR-related cuts. It is this last 
point, the opportunity to develop alternative payment models dur- 
ing a so-called period of stability, where I would like to focus my 
remaining comments. 

Inspired by this in innovative proposal, the STS convened our 
thought leaders and policy and registry experts to examine the pro- 
cedures most frequently performed by the STS. Together, we 
worked to craft team-based alternative payment models for the 
Heart Team and Lung Cancer Care Team in hopes that these mod- 
els will provide a blueprint for other care team models in our spe- 
cialty. We are confident that we can use the STS cardiac database, 
combined with administrative claims data and quality information 
from others in the care team, to promote patient-centered, team- 
based care that improves clinical outcomes and patient satisfaction, 
lowers healthcare costs, and rewards all providers by putting the 
patient first. 

While our ARM concepts are not yet finalized, I wanted to dem- 
onstrate to this committee that the physician community is ready 
and eager for this opportunity. Unfortunately, as we wait for pay- 
ment reform to become a reality, the Centers for Medicare and 
Medicaid Services is implementing policy that will decimate the 
proposed period of stability, stifle innovation, and limit our ability 
to transition to new alternative payment models. Specifically, CMS 
proposes to convert more than 4,000 10- and 90-day global surgical 
CPT codes to a zero-day global by 2017 and 2018 respectively. 

Currently, the cardiothoracic surgeons receive a single bundled 
payment from Medicare for the surgeries they perform. This pay- 
ment includes preoperative consultation, the operative procedure 
itself, perioperative and post-operative care, and coordination of 
medical specialty consultations and outpatient visits. 

Mr. Pitts. If you can summarize, please. 

Dr. Speir. Thank you. 

It is clear that the Medicare payment reform is fatally flawed. 
Furthermore, with the uncertainty of the SGR paradigm, com- 
pounded by CMS global payments issues, innovation and meaning- 
ful physician-led reform is nearly impossible. 

Mr. Pitts. Thank you very much. Dr. Speir. 

[The prepared statement of Dr. Speir follows:] 
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Chairman Pitts, Ranking Member Green, and distinguished members of the Committee, 
thank you for the opportunity to present testimony today on behalf of The Society of Thoracic 
Surgeons (STS), My name is Alan Speir. I am a practicing cardiothoracic surgeon and Medical 
Director of Cardiac Surgical Services, Inova Health System. I am also the Chair of the 
Workforce on Health Policy, Reform, and Advocacy for The Society of Thoracic Surgeons and 
Chair of Board of Directors for the Virginia Cardiac Surgery Quality Initiative. 

Founded in 1964, STS is an international, not-for-profit organization representing more 
than 6,800 surgeons, researchers, and allied health care professionals in 90 countries who are 
dedicated to ensuring the best possible outcomes for surgeries of the heart, lung, and esophagus, 
as well as other surgical procedures within the chest. 

On behalf of the Society, I would like to applaud this Committee for holding a hearing on 
Medicare physician payment reform just eleven days into the new Congress. With only a handful 
of weeks before the current SGR patch expires, we are grateful for your sense of urgency and are 
eager to work with you to ensure that permanent SGR repeal and Medicare payment reform are 
enacted this year. 1 also would like to thank many of the current members of this Committee for 
their considerable work to introduce The SGR Repeal and Medicare Provider Payment 
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Modernization Act in the last Congress. STS endorsed this bipartisan, bicameral agreement, 
which won support across the physician community. I implore you not to leave this major policy 
achievement to languish beyond the March expiration of the current SGR patch. 1 hope that my 
testimony today helps to demonstrate that, the cost of continuing to do nothing would be far 
more devastating to Medicare patients and providers than the expense of implementing 
meaningful payment reform policy. 

The STS National Database 

The STS National Databa.sc was established in 1989 as an initiative for quality 
assessment, improvement, and patient safety among cardiothoracic surgeons. The Databa,se has 
three components — Adult Cardiac, General Thoracic, and Congenital Heart Surgery. The 
fundamental principle underlying the STS National Database initiative has been that surgeon 
engagement in the process of collecting information on every case combined with robust risk- 
adjustment based on pooled national data, and feedback of the risk-adjusted data provided to the 
individual practice and the institution, will provide the most powerful mechanism to change and 
improve the practice of cardiothoracic surgery for the benefit of patients. In fact, published 
studies indicate that the quality of care has improved as a result of research and feedback from 
the STS National Database. 

For example, ElBardissi and colleagues studied 1,497,254 patients who underwent 
isolated primary Coronary Artery Bypass Graft (CABG) surgery at STS National Database 
participating institutions from 2000 to 2009. They found that: 
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• Patients received more indicated care processes in recent years, including a 7,8% increase 
in the use of angiotension-converting enzyme inhibitors preoperatively and a significant 
increase in the use of the internal thoracic artery (88% in 2000 vs. 95% in 2009). 

• The observed mortality rate over this period declined from 2.4% in 2000 to 1 .9% in 2009, 
representing a relative risk reduction of 24.4% despite the predicted mortality rates 
(2.3%) remaining consistent between 2000 and 2009. 

• The incidence of postoperative stroke decreased significantly from 1 .6% to 1 .2%, 
representing a relative risk reduction of 26.4%. 

• There was also a 9,2% relative reduction in the risk of reoperation for bleeding and a 
32.9% relative risk reduction in the incidence of sternal wound infection despite the 
acuity of patients increasing during this period of examination. 

The Database has facilitated advancements in many aspects of health care policy 
including public reporting of health care quality measures, facilitating medical technology 
approval and coverage decisions, and even saving money by helping cardiothoracic surgeons to 
find the most efficient and effective way to treat patients. Our ability to link clinical data with 
administrative data through the STS National Database has opened up important new ways to 
assess the effectiveness of treatment options and offered new avenues for medical research. 
Clinical data yield sophisticated risk-adjustment assessments, while administrative data provide 
information on long-term outcomes such as mortality rate, readmission diagnoses, follow-up 
procedures, medication use, and costs, in addition, linking clinical registries to the Social 
Security Death Ma.ster File (SSDMF) once allowed for the verification of “life status” of patients 
who otherwise w'ould be lost for follow up after their treatment. The outcomes information 
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derived from these data sources helps physicians educate today’s patients and families so that 
they can play an active and informed role in the shared decision-making process. Valid and 
reliable outcomes data give patients confidence in their medical interventions and demonstrate to 
patients and their families the durability and long-term risks and benefits of medical procedures 
based on real-life, quantified experience rather than abstract concepts. 

Unfortunately, in November 2011, the Social Security Administration rescinded its policy 
of sharing state-reported death data as a part of the SSDMF so as to protect those listed in the file 
from identity theft. Balanced against these legitimate privacy concerns are the many advantages 
of linked administrative and outcomes data when placed in the right hands, with adequate 
protections in place. It is important to note that STS, through its contracts with the Duke Clinical 
Research Institute, maintains the patient identifier data separately from the actual clinical and 
other demographic data, and the only patient level identified information that ever leaves the 
database is simply that the patient has a record in the database. When combining records with 
outside sources, patient identification information is matched against other records, such as those 
in the SSDMF. The follow-up information is returned from external entities and linked back to 
the records in the de-idenlified database. The externally derived data are used to supplement the 
data in the individual record, but these clinical, patient-level data never leave the database except 
in de-identified form. 

Even without this important information, we have proven that the Database can serve as 
the foundation for appropriate use criteria and even medical liability reform. Perhaps most 
importantly, we have shown that allowing surgeons to receive feedback on their performance and 
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compare themselves to their peers elevates the practice of cardiothoracic surgery. Other 

innovations pioneered using the STS National Database include: 

• Public Reporting : STS launched a Public Reporting Initiative in January 2011 in 
collaboration with Consumer Reports. As of December 20 1 4, 42% of Database 
participants voluntarily report their results for Coronary Artery Bypass Graft (CABO) 
and/or aortic valve replacement on the Consumer Reports or STS websites. STS is 
universally regarded as the medical professional society leader in these activities. 

• Medical Technology Approval and Coverage Decisions : The TVT Registry^M is a 
benchmarking tool developed to track patient safety and real-world outcomes related to 
the transcatheter aortic valve replacement (TAVR) procedure. Created by STS and the 
American College of Cardiology, the TVT Registry is designed to monitor the safety and 
efficacy of this new procedure for the treatment of aortic stenosis. The TVT Registry was 
instrumental in facilitating the approval and coverage with evidence development of new 
medical technology, helping to bring this technology to the marketplace safely and 
efficiently. 

• Comparative Effectiveness Research : The Patient Centered Outcomes Research Institute 
has recognized the value of “observational research” using clinical registries to fulfill its 
mission. Furthermore, registries such as the TVT Registry can be developed and 
augmented to collect real time data to measure outcomes in different patient populations 
in real time. We believe that comparative effectiveness research can help physicians, in 
collaboration with patients and families, to provide the right care at the right time, every 


time. 
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• Determining Value of Physician Services : STS has used the time data from the STS 
National Database as the basis for relative value recommendations to the AMA Relative 
Value Update Committee. Unfortunately, the use of this type of real data has been 
resisted by CMS with the rationale that other specialties are not able to provide 
comparable data. Congress should encourage CMS to use real, clinical data on procedural 
time and hospital lengths of stay collected via a clinical registry rather than time 
estimates which distort the relativity of the fee schedule. 

• Appropriate Use Criteria and Medical Liability Reform : STS believes that setting 
standards aligned with best practices identified by specialty societies is the best way to 
institute meaningful medical liability reform. Quality measurement and data on clinical 
risk can be used to reduce lawsuits and the cost of liability insurance, and to restore 
balance to the justice system. 

One of the most successful examples of innovation founded in the STS National 
Database is the Virginia Cardiac Surgery Quality Initiative (VCSQI). The VCSQI, a voluntary 
regional collaborative in the Commonwealth of Virginia comprised of 12 cardiac surgical 
practices in 18 hospitals, was founded in 1994. The purpose of this organization has been to 
improve the results of cardiac surgical care and reduce costs by sharing clinical data, outcomes 
analysis, and process improvement. VCSQI helps implement protocols to reduce post-operative 
complications, was involved in the adoption of quality measures in cardiac surgery for the 
National Quality Forum, and has formulated policies on pay for performance programs. All of 
the VCSQI programs participate in the STS National Database and uniformly follow the 
definitions and measures in this landmark clinical registry. This Initiative has constructed a 
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database of over 90,000 patients who have undergone cardiac surgery, matching the patients’ 

STS clinical record with outcomes information and discharge financial data for each episode of 
care. 

VCSQi has attempted to test a global pricing model and has implemented a pay-for- 
performance program whereby physicians and hospitals are aligned with common objectives. 
Although this collaborative approach is a work in progress, collaborators point out that a road 
map of short-term next steps is needed to create an adaptive payment system tied to the national 
agenda for reforming the delivery system. Using evidence-based protocols, VCSQI has 
demonstrated that improving quality will reduce cost. For example, the VCSQI generated more 
than $43 million dollars in savings through blood product conservation efforts and more than $20 
million dollars in savings by providing the best treatment to patients with atrial fibrillation. 

Medicare Physician Payment Reform 

STS has been a strong proponent of leveraging the unique power of clinical registries, 
combined with administrative claims and patient outcomes data, to improve quality and 
efficiency in the healthcare system. In fact, we firmly believe that, without a national 
infrastructure for collecting, aggregating, and evaluating clinical information against valid, risk- 
adjusted quality measures, any effort towards true payment reform would be difficult if not 
impossible. Through its focus on clinical registries, we believe that the policy outlined in the 
SGR legislation introduced in the last Congress would make incredible strides towards 
developing such an infrastructure. The STS recognizes that claims information is critical to the 
effort to improve patient outcomes and care efficiency, and we were particularly grateful that the 
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proposed SGR legislation would have allowed qualified clinical data registries to access 
Medicare administrative claims data. We hope that similar access to the SSDMF can also be 
restored, I would also like to underscore STS’s support of the following provisions included in 
that legislation: 

• A threshold model of physician performance measurement under the Merit-based 
Incentive Payment System that allows all providers to be rewarded for exceptional care 
quality and efficiency rather than one that promotes competition and discourages 
providers from sharing best practices. 

• Clear guidelines that to promote the application of appropriate use criteria and legal 
protections for providers who engage in quality improvement efforts. 

• A period of predictable payment for physicians, without the threat of SOR-related cuts to 
allow physicians to develop and transition to alternative payment models that truly 
recognize the value and appropriateness of care rather than only compensating for the 
volume of delivered care. 

It is this last point, the opportunity to develop alternative payment models during a so- 
called “period of stability,” where 1 would like to focus my remaining comments. Inspired by 
this innovative proposal, STS convened our thought leaders and policy and registry experts to 
examine the procedures most frequently performed by STS members. Together we worked to 
craft team-based alternative payment models for the Heart Team and Lung Cancer Care Team in 
hopes that these models would provide a blue print for other care team models. For example, for 
the Heart Team Model, we considered an incremental approach to implementation that we 
believe will result in a longitudinal disease management bundled payment for Heart Team care. 
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We are confident that we can use the STS National Database, combined with other sources of 
administrative claims and quality information, to promote patient-centered, team-based care that 
rewards all members of the patient’s care team for putting the patient first. This approach can 
improve patient outcomes and patient satisfaction while also improving care efficiency and 
saving money by enabling the care team to identify and provide the right treatment at the right 
time. 

While our APM concepts are not yet finalized, I wanted to demonstrate to this Committee 
that the physician community is ready and eager for this opportunity. Unfortunately, as we wait 
for payment reform to become a reality, the Centers for Medicare and Medicaid Services (CMS) 
is implementing policy that will decimate the promised period of stability, stifle innovation, limit 
our ability to transition to a new APM, and destroy the only example of bundled payment that 
currently exists in the Medicare program. Specifically, CMS proposes to convert more than 
4,000 10 and 90-day global surgical CPT codes to 0-day global codes by 2017 and 2018 
respectively. Currently, cardiothoracic surgeons receive a single, bundled payment from 
Medicare for the surgeries they perform. That payment includes pre-operative consultation, the 
surgical procedure itself, all post-operative care in the hospital setting including monitoring 
patients’ recovery and coordinating any medical specialty consultations, and outpatient visits up 
to 90 days after the procedure. 

Despite the fact that the policy will affect 10-day global codes in 2017 and 90-day global 
codes in 2018, CMS has not yet developed a methodology for making this transition. Indeed, the 
agency has stated that it does not know how best to proceed. However, in order to implement the 
change, CMS must begin to transition ail these codes no later than February 2016. Although 
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CMS will be gathering data on the number of post-operative services to more accurately value 
the individual services now included in the global, the Medicare Payment Advisory Commission 
estimates that data collection could take several years - well after the policy has already been 
implemented. 

In addition to undermining the bipartisan, bicameral SGR legislation of the last Congress, 
the policy to transition 10- and 90-day global codes to 0-day has a number of potential 
consequences that should be well understood before implementation Specifically, eliminating 
global surgical payments will: 

• Detract from quality of care, impede patient access, and complicate patient copays 

o Under the 1 0- and 90-day global codes, patients typically pay one copay related to 
all the services covered under the 10- or 90-day global code. If 10- and 90-day 
global codes are transitioned to 0-day global codes, patients will pay copays on 
other services as well, including each of the follow-up visits. This could 
considerably increase the administrative burden on patients, or worse, discourage 
them from coming back for follow-up care, 
o By unilaterally requiring that surgeons must bill separately for each individual 
service they provide, CMS is hampering our ability to ensure patients receive the 
best possible care. In the hospital critical care setting, the global payment 
structure allows the surgeon to oversee and coordinate care related to the patient’s 
recovery. Without the global, care will be fragmented and providers will likely be 
forced to compete for the opportunity to see patients and bill for the care they 
provide. This may well lead to confusion by the patients as to levels of 
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responsibility and accountability of care, appropriateness of procedures and 
processes of care, and attribution in the event of adverse events from delivered 
care. In addition, without global payments, patients will be subject to copays for 
each post-operative visit. This could considerably increase the administrative 
burden on patients, or worse, discourage them from coming back for follow-up 
care. Further, if surgeons are not seeing their patients after the surgery, they won’t 
be able to capture data in clinical registries which will hamper many of the 
innovations 1 described earlier. 

• Obstruct clinical registry data collection and quality improvement 

o If patients forgo foliow-up treatment or seek it from other providers, this policy 
would have a deleterious effect on surgeons’ ability to collect information on 
patient outcomes in clinical registries, undermining many of the most meaningful 
quality improvement initiatives 

• Increase administrative burden 

o The administrative burden on surgical practices and CMS (and its contractors) 
will be significant. The American Medical Association estimates that eliminating 
the global package will result in 63 million additional claims per year to account 
for post-surgical evaluation and management services. Clearly, this will add 
unnecessary costs to the claims processing system. 

Conclusion 

It is clear that current Medicare payment policy is fatally flawed. Furthermore, with the 


uncertainty of the current SGR paradigm, compounded by the global payments issues, innovation 
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and meaningful physician-led reform is nearly impossible. STS believes that the only way 
forward, for the benefit of patients and physicians alike, is a policy that allows for the 
development of alternative payment models. The STS is ready, willing, and able to take that next 
step, but first we need Congress to pass permanent Medicare physician payment reform. We urge 
Congress to act swiftly while the cost of SGR repeal is still relatively low, and to pass legislation 
that allows for the development of alternative payment models that will drive high quality health 
care and help Medicare beneficiaries to have access to the right care at the right time, every time. 
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Mr. Pitts. We are presently voting on the floor. We are still 
going to try to get a couple more of you in. So the chair recognizes 
Dr. Miller for 5 minutes. 

STATEMENT OF KEN MILLER 

Mr. Miller. Thank you, Chairman Pitts, Ranking Member 
Green, and members of the committee. I appreciate the opportunity 
to speak with you today on behalf of the American Association of 
Nurse Practitioners, the largest full-service professional member- 
ship organization for nurse practitioners of all specialties. With 
over 56,000 individual members and over 200 organization mem- 
bers, we represent the more than 205,000 nurse practitioners 
across the Nation. 

My name is Ken Miller, and I currently serve as the president 
of the American Association of Nurse Practitioners. I am a family 
nurse practitioner, and previously served as the associate dean for 
academic administration at the Catholic University of America 
here in the District. 

I am here to confirm our support of efforts to repeal the Medicare 
SGR, particularly SGR Repeal and Medicare Provider Payment 
Modernization Act of 2014 proposed in the last Congress. 

As you know, nurse practitioners have been providing primary, 
acute, and specialty care for half a century and are rapidly becom- 
ing the healthcare provider of choice for millions of Americans. Ac- 
cording to our most recent survey data, more than 900 million vis- 
its were made to NPs in 2012, a number we anticipate will grow 
in the coming years. AANP strongly believes this serves as a testa- 
ment to the trust that patients have in our workforce. 

We commend the committee for their bipartisan legislative pro- 
posal, which recognizes all Part B providers, including nurse prac- 
titioners. Throughout the development of this legislation, the com- 
mittee gave all stakeholders the opportunity to provide comments. 
This open process led to a strong bipartisan product, and this proc- 
ess should serve as a model as we move forward. 

The legislation seeks to include all Medicare Part B providers by 
utilizing provider-neutral language. In addition, it includes a num- 
ber of proposals that reflect the full partnership of nurse practi- 
tioners in the Medicare program, specifically the inclusion of nurse 
practitioners in the first year of the Merit-Based Incentive Pay- 
ment System and ensuring that nurse practitioner-led Patient Cen- 
tered Medical Homes are eligible to receive incentive payments for 
the management of patients with chronic disease. 

Every day, increasing numbers of baby boomers become eligible 
for Medicare. Projections show that the number of beneficiaries are 
expected to increase by 20 million over the next 10 years, resulting 
in approximately 72 million patients being treated. Nurse practi- 
tioners are ready to do their part to ensure these patients receive 
timely, high-quality care. 

According to the American Association of Colleges of Nursing, 
there are currently 63,000 students enrolled in nurse practitioner 
programs in the United States, with over 16,000 students grad- 
uating in 2014. Nurse practitioners provide care in nearly every 
healthcare setting, including clinics, hospitals, emergency rooms, 
urgent care sites, private physician or NP practices, both managed 
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and owned by NPs, nursing homes, schools, colleges, retail clinics, 
public health departments, nurse-managed clinics, and homeless 
clinics. It is important to remember that in many of these settings, 
nurse practitioners are the lead provider. 

Nurse practitioners have continuously played a key role in treat- 
ing Medicare beneficiaries, and since 1998 NPs have received direct 
reimbursement for providing Medicare Part B services in all set- 
tings. Nearly 85 percent of the current workforce are treating 
Medicare beneficiaries. Additionally, Medicare data shows that al- 
most 17 percent of the beneficiaries in traditional fee-for-service 
coverage receive one or more services every year from NPs that bill 
Medicare directly. 

The vast majority of NPs are primary care providers. Eighty- 
eight percent are educationally prepared to be primary care pro- 
viders, and over 75 percent currently practice in primary care set- 
tings. NPs bring a comprehensive perspective to health care by 
blending clinical experience in diagnosing and treating acute and 
chronic illnesses with an added emphasis on health promotion and 
disease preventions. 

This comprehensive perspective is deeply rooted in nurse practi- 
tioner education. All NPs must complete a master’s or doctoral pro- 
gram and have advanced clinical training beyond their initial pro- 
fessional registered nurse preparation. Didactic and clinical courses 
prepare them with specialized knowledge and clinical competency 
to practice in a variety of settings. 

Daily practice includes assessment, ordering, performing, super- 
vising, and interpreting diagnostic and laboratory tests, making di- 
agnoses, initiating and managing treatment, including prescribing 
medication, as well as nonpharmacologic treatments, coordination 
of care, counseling, educating patients, their families, and commu- 
nities. 

In closing, the American Association of Nurse Practitioners 
would like to reiterate its support for the SGR Repeal and Medi- 
care Provider Payment Modernization Act of 2014 proposed in the 
last Congress. AANP is ready to provide support throughout the 
legislative process in the 114th Congress and looks forward to 
working with the committee and this Congress on the passage of 
this bill in 2015. Thank you. 

Mr. Pitts. The chair thanks the gentleman. 

[The prepared statement of Mr. Miller follows:] 
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Thank you Chairman Pitts, Ranking Member Green, and members of the Committee. I 
appreciate the opportunity to speak with you today on behalf of the American Association of 
Nurse Practitioners (AANP), the largest full service professional membership organization for 
nurse practitioners (NPs) of all specialties. With over 56,000 individual members and over 200 
organization members, we represent the more than 205,000 nurse practitioners across the nation. 

My name is Kenneth Miller. I am the current President of AANP. I am a family nurse 
practitioner and previously served as Associate Dean for Academic Administration at The 
Catholic University of America in Washington, DC, the Director of the School of Nursing for the 
University of Delaware and the Vice Dean for Internal Programs and Associate Dean for 
Research and Clinical Scholarship in the College of Nursing at the University of New Mexico 
Health Sciences Center. 

On behalf of the American Association of Nurse Practitioners, I am here to confirm our support 
of efforts to repeal the Medicare SGR, particularly the “SGR Repeal and Medicare Provider 
Payment Modernization Act of 2014” (H.R. 4015) proposed in the last Congress. As you may 

1 
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know, nurse practitioners have been providing primary, acute, and specialty care for half a 
century, and are rapidly becoming the health care provider of choice for millions of Americans. 
According to our most recent survey data, more than 900 million visits were made to NPs in 
2012, a number we anticipate will continue to grow in the coming years, AANP strongly 
believes this serves as a testament to the trust that patients have in our workforce, NPs practice in 
every community in this country, both urban and rural, and provide care to patients from all 
economic and social backgrounds. 

Our data shows that the vast majority of NPs in the United States are primary care providers. 
Eighty-eight percent are educationally prepared to be primary care providers and over seventy- 
five percent currently practice in primary care settings. NPs bring a comprehensive perspective 
to health care by biending clinical expertise in diagnosing and treating acute and chronic 
illnesses with an added emphasis on health promotion and disease prevention. This 
comprehensive perspective is deeply rooted in nurse practitioner education. All NPs must 
complete a master’s or doctoral program, and have advanced clinical training beyond their initial 
professional registered nurse preparation. Didactic and clinical courses prepare them with 
specialized knowledge and clinical competency to practice in a variety of settings. Daily practice 
includes: assessment, ordering, performing, .supervising and interpreting diagnostic and 
laboratory tests, making diagnoses, initiating and managing treatment including prescribing 
medication (as well as non-pharmacologic treatments), coordination of care, counseling, 
educating patients, their families and communities. 

NPs undergo rigorous national certification, periodic peer review, clinical outcome evaluations, 
and adhere to a strict code for ethical practice. Self-directed continued learning and professional 
development is also essential to maintaining clinical competence. It is important to note that NPs 
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are licensed in all states and the District of Columbia and practice under the rules and regulations 
of the state in which they are licensed. The following documents are enclosed for your 
reference: NP Facts, Scope of Practice for Nurse Practitioners, Standards of Practice for Nurse 
Practitioners, Quality of Nurse Practitioner Practice, and Nurse Practitioner Cost Effectiveness. 

Nurse practitioners provide care in nearly every health care setting including clinics, hospitals, 
emergency rooms, urgent care sites, private physician or NP practices (both managed and owned 
by NPs), nursing homes, schools, colleges, retail clinics, public health departments, nurse 
managed clinics and homeless clinics. It is important to remember that in many of these settings 
nurse practitioners are the lead onsite provider. With nurse practitioners providing care in a wide 
variety of settings, they have continuously played a key role in treating Medicare beneficiaries. 
Nurse practitioners have received direct reimbursement for providing Medicare Part B services 
in all settings since 1 998. Over 1 74,000 nurse practitioners, nearly eighty-five percent of the 
current NP workforce, are treating Medicare beneficiaries. Additionally, Medicare data shows 
that almost seventeen percent of beneficiaries in traditional fee-for-service coverage receive one 
or more services every year from NPs that bill Medicare directly. For many beneficiaries, 
especially rural and underserved populations, NPs are the only health care provider available. 

Every day, increasing numbers of ‘baby boomers’" become eligible for Medicare. Projections 
show that the number of beneficiaries are expected to increase by 20 million over the next 10 
years resulting in approximately 72 million patients being treated. Nurse practitioners are ready 
to do their part to ensure these patients receive timely high quality care, According to the 
American Association of Colleges of Nursing, there are currently 63,000 students enrolled in 
nurse practitioner programs in the United States with over 16,000 students graduating in 2014. 
Of those graduates, eighty-five percent were prepared in primary care. The evidence shows that 
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nurse practitioners comprise a highly educated and sustainable workforce that daily provides 
comprehensive care to the Medicare population. Recently, U.S. News & World Report ranked 
nurse practitioners as number two on their top ten list of “Best Jobs of 2015”. The U.S. 
Department of Labor’s Bureau of Labor Statistics predicts that the NP occupation will see 
tremendous growth between 2012 and 2022. As the size of the Medicare system continues to 
grow, nurse practitioners will continue to be in a position to care for the beneficiaries in all 
settings throughout the country, not only because of the current workforce, but because of their 
strong educational pipeline. 

Today, the American Association of Nurse Practitioners reaffirms its support of the “SGR 
Repeal and Medicare Provider Payment Modernization Act of 2014” (H.R. 4015) proposed in 
the last Congress which would permanently repeal the flawed “sustainable growth rate” (SGR) 
formula for Medicare Part B and further reform the Medicare Payment System. We commend 
the Committee for their bipartisan legislative proposal which recognizes all Part B providers, 
including nurse practitioners. Throughout the development of this legislation, the Committee 
gave all stakeholders the opportunity to provide comments. This open process lead to a strong 
bipartisan product, and this process should serve as a model as we move forward. The overall 
focus of the legislation seeks to include all Medicare Part B providers by utilizing provider 
neutral language. In addition, it includes a number of proposals that reflect the full partnership of 
nurse practitioners in the Medicare Program; specifically, the inclusion of nurse practitioners in 
the first year of the Merit-based Incentive Payment System (MIPS), and ensuring that nurse 
practitioner led Patient Centered Medical Homes (PCMH) are eligible to receive incentive 
payments for the management of patients with chronic disease. 
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Additionally, it is our belief that repealing and replacing the current SGR formula will benefit 
both beneficiaries and providers in the Medicare system. Replacing the SGR methodology with 
a stable system of payments that fairly compensates all health care professionals will help to 
ensure the unobstructed delivery of the high quality, cost efficient services that Medicare 
beneficiaries need. 

As Congress moves forward to address the current Medicare payment system, the American 
Association of Nurse Practitioners would like to reiterate its support for the “SGR Repeal and 
Medicare Provider Payment Modernization Act of2014" (H.R. 4015) proposed in the last 
Congress. AANP is ready to provide support throughout the legislative process in the 1 14"’ 
Congress and looks forward to working with the Committee and this Congress on the passage of 
this bill in 2015. In the interest of the patients for whom we provide care, we .strongly urge 
Congress to move to enact this legislation. 

The American Association of Nurse Practitioners thanks the Committee for their work on this 
important issue, and we look forward to working together to repeal the Medicare SGR and 
reform Medicare Part B reimbursement policy to ensure patients have access to the health care 
they need. We thank you for your time, and we are pleased to continue to work together on this 
important issue in the days ahead. 

Attachments: 

1. AANP NP Facts 

2. AANP Scope of Practice for Nurse Practitioners 

3. AANP Standards of Practice for Nurse Practitioners 

4. AANP Quality of Nurse Practitioner Practice 

5. AANP Cost Effectiveness 

6. APRN Workgroup H.R. 401 5 support letter 
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There are more than 205,0^ nurse praclltion^ (NPs) practicing m the US. 
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• 87.2% of N Ps are prepared in primary car^ 75.6% of practice in ai least one primary care site 
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. Malpractice rstc^ remain low; only 2% hav^ been named as priraa-y defendant in a malpractice ease 
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DistribMioHy Memt Years of Practice, Mean Age by Population Focus 


P<H>u!ation 

]>ercent of NPs 

Yean of Practice 

Arc 

Acute Care 

6.3 

7.7 

46 

Adulit 

18.9 

U.6 

50 

Piintly+ 

48.9 

12-g 

49 

GeronloloRkal+ 

3.0 

11.6 

5.3 

Neonatal 

2.1 

tZ2 

49 

Oncoloi^t' 

1.0 

7J 

4S 

Pedialric+ 

8.3 

12,4 

49 

Psvxrh/Mental Health 

3.2 

9.1 

S4 

Women’s Heahh-t^ 

8.1 

ts.s 

53 


■^Primary cmefixm 


vSotiroPi;: 

AANP National NP Database, 201 4 

I’aag, Do I.i Y., Bcdnuli, C».D. (2014) 2012-2)13 F.nrailmettt and GmducttUxns in Baccaimimite and GrfKi'Hffrf Frs^ratns »» 

Nursing. Wsshingtoo Dt^: AAGN 

2012 A ANP Sample Survey 

.2010 AANP National Practice Site Survey 

201.1 AANP Naliojul NPCianpcnsation Survey 


Additional information is availsd^le at the AANP website www.aanp.org. 


Admanairtraiion: PO Bot islie » Amtin. T\7#7*.t* »t2.-4ai-43es * EruuI: asilrRint«<aanp.<s>r^ • Website; 

Office of Go-v-erHa^nt .Affair*: ’.i-i Reineltejv Suite ^ 3 $ « Alc.rsmirtik. • 7a3-r-*»-2>3S • Email: g<K«rfvraeiit«ffciir»^aanp.ar^ 
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^ American Association of 

7^7^ NURSE PRACTITIONERS’ 


Scope of Practice for Nurse Practitioners 


Professional Role 

Nurse practiiiooers (NPs) are licensed, indq^dent practitioners who practice in ambulaiory, acute 
and long-term care as pr imary and/or specialty care provider s. They provide nursir^g and medical 
services to individuals, families and groups accordant with thdr practice specialties. In addition to 
diagnosing and managing acute episodic and chronic illnesses, NPs emphasize health promotion and 
disease prevention. Services include ordering, corrducting, supervising, and interpreting diagnostic 
and iabofatory tests, prescnbing phaimacotogical ag^tts and non-pharmacologic therapies, and 
teaching and counseling patients, among others. 

As licensed, independent clinicians, NPs practice autonomously and in collaboration with health 
cate professionals and other individuals. TJ^ey s^ve as health care researchers, interdisciplinary 
consultants and patient advocates. 

Education 

NPs are advanced practice nurses - health care professionals who have achieved licensure and 
credentlaling well beyond their roles as registered nurses (RNs), All NPs obtain graduate degrees and 
many go on to earn additional post-master’s certificates and doctoral degrees. Didactic and clinical 
courses provide NPs with specialized knowledge and clinical competency which enable them to 
practice in primary care, acute care and long-term care settings. Self-directed continued learning 
and professional development are hallmarks of NP education. 

Accountability 

The autonomous nature of NP practice rec^u^res accountability for healtit care outcomes and 
thus national certification, periodic peer review, ciittical outcome evaluations, a code for ethical 
practice, evidence of continued professional development and maintenance of clinical skills. NPs 
are committed to seeking and siiarlng infonnailon that promotes quality health care and Improves 
clinical outcomes. Tills is accomplished by leading and participating in both professional and lay 
health care forums, conductitig research and applying findings to clinical practice. 

Responsibility 

The role of the NP continues to evolve In response to changing societal and health care needs. As 
leaders in primary and acute health care. NPs combine the roles of providers, meruof s. educator, 
researchers and administrators. They also take responsibility for advancing the work of NPs through 
Involvement in piofesslonal organizations and participation in Iwaith policy activities at the local. 
Slate, national and international levels. 


^AnicttcjnAs$otiatienof?riaseP»«'iBkJO«i I'M} 
2(KV, 2010. 20i > 
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>4 II % ' Ameririm Association of 

^ r’^ NURvSE PRACTITIONERS’ 


Standards of Practice for Nurse Practitioners 


1. Qualitlcalions 

Nurse practitioners aie licensed, ind^ndent fwactitioneis provide primary and/or specialty nursing and 
medical care in ambulatory, acute and long-term care settings. They are registered nurses with specialized, 
advanced education and clinical competency to provide health and medical cate for diverse populations in a 
variety of primary care, acute and long-term rare settings. Master‘d post-master's or doctoral preparation is 
lequired for entry-level practice (AANP 20Cfe). 

If. Process ufC'ai'e 

The nurse practitioner utilizes the scientific process and national standards of care as a framevi/oi k for managing 
patient care. This piocess includes the following ersnponents. 

A. Assessment of health status 

The nurse practitioner assesses health status by: 

• Obtaining a relevant health and medical history 

• Performing a physical examination based oti ageaitd history 

• Performing or ordering preventative and diagnostic procedures based on the patient's age and history 

• Identifying health and medical risk factors 

B. Diagnosis 

The nurse practitic^^er makes a diagnosis by; 

• Utilizing critical thinking in the diagriostic process 

• Synrtiesizing and arralyzing the collected data 

• Formulating a differential diagnosis based on the history, physical examination and diagnostic 
test results 

• Establishing priorities to meet the health and medical needs of the individual, family, or community 

C. Development of a treatmerrt plan 

The nurse prattitiooet, togethei with the patient and family, establrsh«» an evidence-based, rnuiually 
acceptable, cost-awarervess plan of care that maximizes health potential. Formulation of the treatment 
plan includes; 

■ Ordering and interpreting additional diagnostic tests 

• Prescribing or ordering appropHaie pharmacologic and non-pharmacologk Interventions 

• Developing a patient education plan 

• Recommending consultations oi referrals as appropriate 

D. Implementation of the plan 

Interventions are based vipon established priorities. Actions by the nurse practitioners are: 

• Individualized 

• Consistent with the appiopiiate plan for care 

' Based on scientific principles, theoretical knowledge and clinical expertise 

• Consistent with teaching atrd learning opportunities 

E. Follow-up and evaluation of tl>e patient status 

The nurse practitioner maintains a piocess for systematic follow-up by: 

' Detei mining the effectiveness of the treatment plan v/itii documentation of patient care outcomes 
« Reassessing and modifying the plan with file patient and family as necessaiy to achieve healfii and 
medical goats 


AdminKlrsIioii: PU Box • Auilhi. T XtSm • .tia liS isU* • (iMwil.- .xdiiiui«i'.inn|».orji • 

Covtiumctu Jlcinchoi-,; i'liilr .»aS • AlrvaiKlrw, VAaa,iJ4 • fvs J-ian ♦ finwil; .<to crumciH«n'i«i»'s\o'rtan{).(n;i 
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lU, Care Priorities 

The nurse practitioner's practice model emphasizes; 

A. Patient arrd family educatiotr 

The nurse practitioner provides health education and utijires community resource opportunities for the 
individual and/or family 

B. FacilitatiorY of patient participation in sdf care. 

Tire nurse practitioner facilitates patiCTrt partidpation in health artd medical care l>y providirtg ir\formalion 
needed to make decisions and choices about 
■ Promotion, maintervance ar»d restoration of health 

• Consultation witli other api>rcH>r»atehetdth care personnel 

• Appropriate utilization of health care rescKifces 

C. Promotion of optimal health 

O. Provision of continually competent care 

E. Facilitation of errtry into the health care system 

F. The promotion of a safe environment 

IV, Inlerdisciplinary and Collahoralive Responsibililies 

As a licensed, irYdependent practitioner, the nurse practitirMter participates as a team leader arrcl member in the 
provision of healtli and medical care, interactirtg with professioitaf colleagues to provide comprehensive care. 

V. Accurate DocuincMihUion of lAilicnl Status and t'are 

The nurse practitioner maintains accurate, legible and confidential records. 

V!. Responsibililyas Patienl Advocate 

Ethical and legal standards provide the basis of patient advocacy. As an advocate, the nurse practitioner 
paiticipales in health policy activities at the local, state, national and mleinationai levels, 

VU. Qualily AssumKc and Conlinued Competence 

Nurse pmctilioners recognize the importance of continued learning thtotigh: 

A. Participation in quality assurance review/, including the systematic periodic review of records and 
treatment plans 

B. Maintenance of cunent kitowledge by attending continuing education piograms 
C Maintenance of certification in compliance with cunent state law 

D. Application of standardized care guidelines in clinical practice 

Vi 1 1. Adjunct Roles of Nurse Practitioners 

Nurse piactitioners combine the roles of provider, mentor, educator, researcher, manager and consultant. The 
nurse practitioner interprets the role of the nurse practitioner to individuals, families and other professionals. 

IX. Researclr uir RhkIs f(»r Practice 

Nurse practitioners support research by developtttg clittical research questions, conducting or participating in 
studies, and disseminating and incorprxating findings into practice. 


C- Air»-t (t.tn tJOutr (4 f'MT.iii twK-is. rw ^ 
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American Associalimi of 

NURSE PRACTITIONERS' 


Quality of Nurse Practitioner Practice 


Nurse practisioners (NPs) are high quaiity heaiUi care providers who |xactice in primary care, amPuiatot y, acute care, 
speciaitycare, and long-term care. They are registered nurses prated vwth specialized advanced education and ciinicai 
competency to provide health and medical esre for diverse popuiatiems in a variety ot settings, A graduate degree is 
required for emry-ievel practice. The NP rote was created in 1§65 and ever <15 years of research consistently supports the 
exceSierrt outcomes and high quality of care provided t^NPs. The body of evidence supports that ihaquaiity of NP care 
Is 3t least equivalent to that of physician care. This paperjxovtdesa summary ofa number of Important research reports 
supportirtg the NP. 

Avorn, J., Everltt, D.E., & Baker, M.W. f 1991). The neglected medteaf history and therapeutic chokes for abdominal 
pain. A nationwide study of 799 physicians and nurses. Archives of hiternal Medicine, 151(4), 694-B96. 

A sample ot 50 ! physicians and ,298 NPs participated in astudyby respondir^ to a hypothetical Krenarioregarding 
epgasSric pain in a patient with endoscopic Rndmgs of diffuse gastritis. ITieyvwte able to request additional information 
iaefote recommending treatment. Adequate history-tsking resulted In identifying use of aspirin, coffee, cigarettes, ar^d 
alcohol, sMired with psychosocial stress. Compared to NPs, physicians were more likely to prescribe without seeking rele/ant 
history. NPs, m contrast, asked more queshonsandwa'e less likely to recommend orescfiption medication, 

BakerJIan, D. ( 2008 ). Care of nursing home residents by advanced practice nurses: A review of the literature. 

Research in Gerontotogkai Nursing, 1(3), 177*185. 

Bakerjian conducted arrd extensive review of the literature, fwtiojiarly of NP-led care. She found that long-term care 
patients managed by NPs were less likely to havegeriaUic syndromes such as falls, UTls, pressure ulcers, etc. They also had 
improved functional status, as well ns better managed chronic conditions. 

Brown, S.A. & Grimes, O.E. (1995). A meta-analysis of nurse practitioners and nurse midwives in primary care. 

Nursing Research, 44(6), 332-9. 

A meta-analysis of 38 studies comparing a total of 33patient outcomes of NPs with those of physicians demonstrated that 
NP outcomes were equivalent to or greater than those of physicians. NP patients had higher levels of compliance with 
recommendations in studies where provider assignments were randomized and when other means 5o control patient 
risks were used. Patient satisfaction and resolution of pathological conditions vvetegreatest few NPs. The NP and physician 
outcomes were equivalent on all other outcomes. 

Congressional Budget OBree. (1979). Physician extenders: Their current and future role ft) medical care delivery. 
Washington, D.C.: US Government Printing Office. 

As parly as 1979, the ('ongressionai S»:dget Office reviewed ftndingsof the numerous studies of NP performance In a variety 
of settings and concluded that NPs performed as well as physiciatis with respect to palierrt aukomes, proper diagnosis, 
management of specified medical conditions, and frequency of patient satisfaction. 

Cooper, M.Av Lindsay. G.M„ Kinn. S.. Swann, I.J. (2002). Evaluating emergency nurse practitioner services: A 
randomized controlled trial, foumai of Advanced Nursing, 40(6), 771-730. 

A study of 199 patients randomlyassignedtoemergency NP-ledcareor physkian-Iedcarein the U,K, demonstrated the 
highest level of satisfaction and clinical documentation for NPcare. Theoutcomesof recovery time, symptom level, missed 
work, unplanned follow-up, arid missed Injuries were comparable between the two groups. 

Ettner, S.L.^ Kotlerman, J., Abdelmonem, A., Vaziranl, S., Hays, R.Dv Shapiro. M., et al (2006). An alternative approach 
to reducing the costs of patient care? A controlled trial of the multi-disciplinary doctor-nurse practitioner (MPNP) 
model. Medical Decision Making, 26, 9-17. 

Significant cost savings were demonstrated when 1207 patients in an academic medical center were randomized toeiiher 
standard treatment or to a physician-NP mocieJ. 

Horrocks, S., Anderson, £., Salisbury, C. (2002). Systematic review of whether nurse practllloners working In primary 
care can provide «]ulvalent care to doctors. British Medical Journal, 324, 819-823. 

A systematic review of ti tandomized clinical trials and 23 observational studies identified data on outcomes of patient 
satisfaction, health status, cost, and/o: pocess of care. Patient satisfaction was highest for patients seen by NPs. The health 
status data and quality of care indicators were ttxj heterogeneous to allow f<» meta-analysis, although qualitative 
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coinpaiisonsof ihs tssuits ;^portt'dstlOW«JcQmp^r3Ueou^comss be{we«i NPs and physicians. NPs offeied inoie 
advice/! nforinaiion, had snoie complete documentation, and had better ccwnmuniealion skills than physicians. N'Ps spent 
longer time with theii patients and performed a greater rtumber of inyestaatioos than did physicians. No differences 
were detected in health status, prescriptions, relornvisils, or referrals. Equivalency in aj^opriateness of studies and 
intertxetahonsof x-rays were identified. 

Laurant, M., Reeves, Hermens, R., Braspenning, J.,Grol, It, ASibbaid, B. {2006). Substitution of doctors by nurses 
in primary care. Cochrane Database of Systematic Reidews. 2(K)6, Issue 1. 

Tl'is mera-anaiysis included 25 srtides relating to 16 studies comparirtg outcomesofpfim ary care nurses {nurses, NPs, 
clinics iruKse spedahsls, or advance practice nur5es)and physiciar-s. The quality of cate pcovicJed by nurses was as high 
as that of the physicians.Owrafhheaith outcomes and outcomes «jch as resource urilizatton and cost wre.re equivalent for 
nurses and p^iyskians. Hie sarisfaciicm level was higher for nuises. Studies included 3 range of care delivery models, with 
nurses providing first contact, ongoing care., and urgent care for many of die patient cohorts. 

Lenz, E.R., Mum dinger. M.O., Kane. R.L, Hopkins, S,C.. ft Lin, S.X. (2004). Rrimary care outcomes In patients treated by 
nurse practRlonersor physicians: Two-year follow-up. (Vtedical Care Research and Review G1(3), 332-351 . 

The outcomes of care in the study described by Mundinger. et alio 2000 (see below) are further described in this report 
including two years of foUow-updala, confirming continued co.mparable outcomes for the fwo groups of patients. Nc 
differences were identified m health status, fi^iysicrfogic measures, satisfaction, or use of specialist, emergency room, or 
inpatient seivlces. Patiwits assigned tc physicians had more pM-imary care visks than those assigned to NPs. 

Lin, S.X., Hooker, R.S., Lens, E.R., Hopkins, S.C. (2002). Nurse practitlonersand physician assistants in hospital 
outpatient departments, 1997-1999. Nursing Economics, 20(4). 174-179. 

Data from theNaiionai Hospital Ambulatory Medical Care Survey (NHAMCS) were used to identify patterns of NP and 
PA practice styles. NPs were mose likely to see patients alone and to be involved in routine examinations, as ‘/veil as c-are 
directed fowards weiiness, iteakh promolion, disease prevention, and health education than PAs, regardless of the setting 
type. In contias! .PAs were more likeiy to provide acute problem .managemenl and to involve another person, such as a 
support staff person or a physician. 

Mundinger, M.O., Kane,R,L.,Lenz,E.R..Totten, A.M., Tsai, W.Y.. Cleary, P.D.,et al, (2000). Primary care outcomes 
in patients treated by nursepractitionersor physicians: A randomized trial. Journatof the Americarr Medical 
Association, 283(1), 59-68. 

Theoulcomesof rare were measured in a study where patients were randomiy assigned either to a physician or loan NP for 
primary care between 1395 and 1997,usm9j>atiemint.«vsewsand health services utilization data. Comparabieoiilcomes 
'•vere identified, with a total of 1316 patients. After six months of ca^e, health status was equivalent for both patient groups, 
although patients treated for hypertension by NPs had lower diastolic values. Health service utilization was equivalent at 
both 6 and i 2 months and fjatient salisfaction was equivalent following iheinilial visit. The only exception was that at six 
months, physicians rated higher on one component (fsro'dder attributes) of the satisfaction scale. 

Nmvhouse, R. et al (2011). Advanced practice nurse outcomes 1999-2008; A systematic review. Nursing Economics, 
29(5), 1-22. 

Theouicomes of NP care were examined thiough a systematic review of 37 published studies, most of which compared 
NP outcomes with those of physlcians.Outcomes included measures such as patient satisfaction, patient perceived health 
status, functional status, hospit.ilizations, ED visits, and fcio-markers such as blood glucose, serum lipids, blood pressure. The 
authors conclude that NP patient outcomes ate com^wraole io those of physicians. 

Office of Technology Assessment. (1986). Nurse practitioners, physkiart assistants, ai>d certified nurse midwives; A 
policy analysis. Washington D.C.: US Government Printing Office. 

The Office of Technology Assessment reviowt-d studios comparing NP and physician practice, concluding that, ‘'NPs af^ear 
to have better communication, coonselinc, and interview^ing skills than physioans have.’ (p. 19) and that malpractice 
premiums and rates supported patient satisfection with NP care, iiointing out that successful malpractice rates against NPs 
mmalned extremely rare, 

Ohrrtan-Strickland, P.A., Orzano, A.J., Hudson, S.V, Solberg, L.I., OICkclo-Bloom, 8., O'Malley, D., et al. (2008). Quality 
of diabetes care in family medktne practices: Influence of nurse-practitloners and physician's assistants. Annals of 
Family Madkine, 6(1), 14-22. 

The authors conducted a ctoss-sectiooal siuriy of 46 piscikes, measuring asiherence to ADA guidelines. They reported 
tha' practices with NPs weie more likely tc perform better on quality measures tncludino appropriate measuremeni of 
glycosylate.d hemoglobn, lips, and microalbumin levels and were more likely tc be ai target for fipi'd levels. 
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Prescc^t, P.A.& DrtscoM. L. (1980). Evaluating nurse practitioner performance. Nurse Practitioner, 1(H 28-32. 

The^iuthofsieviewed 26 studies compartrig NPand physKian care, concluding shat NPs scored higher in many areas. 

These inckided; amounf/depTh of discussion regarding child heaith care, preventative health, and wdiness: amounr or 
advice, therapeutic listening, and support offered topaiients;awnt:ieienes5<rf history and follow- up nn history findings; 
coinpieleness of physical exan’iriation and 'nfervtewiitg skills; and palient knowledge of tlw* managenient plan given to 
them by the providec 

Roblin, D.W., Becker, R., Adams, E.K., Howard, D. K, ft Rc^wrts, M.H. (2004). Patient satisfaction with primary care: 
Does type of practitioner matter? Medical Care, 42{6), 60&-623. 

A retrospective observational study of 41,209 patient satisfactiwt surveys randomly samji^ed between 1997 arwl 2000 for 
visits by pediatric and medicine departments idendned higher satisfaction with NP and/or PA interactions than those with 
physicians, for ihe overall sample and by specific condiitons.The wily exception was fot diabetes visits to (he nv&dicne 
practices, where the satisfaction vras higher for pf^srerans. 

Sacket, D.I., Spkzer, W. 0., Cent, M., ft Roberts, M. {1974).'T1ie Burlington randomized trial of the nurse practitioner: 
Health outcomes of patients. Annals of internal Medicine, 80{2), 137-142. 

A sample of 1598 famtiies'A’ere randomly altocated, so that two-thirds continued to receive primary catefrom a family 
physican and one-third teceivedcaiefrom a NRThe outcomes mciuded: mortality, physical function^emotiona! function, 
arid social function. Resultsdemonstratedcomparabieoutcomssfor patients, whether assigned to physician or toNP caie. 
Detaiisfrom fheSuftington trial were also desrribed by Spitzet.etd (see below). 

Safriet, B. i. (1992), Health c«r« dollars and regulatory sense: The role of advanced practice tiitrsing. Yale Journal on 
RegulMion, 9{2). 

The full Summer 1992 issuecrfthisjournal was devoted to the topic of advanced practice nursing, including documenting 
the cost-effective and high duality care ptovided. and to call for diminating regulatory restrictions on their care. Safriet 
summarized the OTA study concludino that NP cate was 0C)uiv3lent to that of f^tysktlansand pointed out that 12 erf the 14 
studies reviewed ir^ this report which showed differences ir» quality reported higher quality for NPcare. Reviewing a range 
of data on NP productivity, patient satisfaction, and piescriWhg, and data on nurse midwife practice, Safr let concludes'APNs 
are proven providers, and removing the rnany barriers to their practicewili only increase theit ability to respond to the 
pressing reed for basic health care :n our country' (p. 437), 

Spitzer, W.O. Sackett, O.L., Sibley, J.Cs Roberts, M., Gent, M., Kergta O.i.. Hacket, B.D., ft Olynith, A. (1974). The 
Burlingtorr randomized trial of the nurse practitioner. New England Journal of Medicine, 290 (3), 252-256. 

This report provides further details of the Burlington trial, also described ^ Sacked, et al.fsee above). This study involved 
2796 pafeiits being randomly .issigr'ed (o either one c4 two physicians or to an NR so that one-third were assigned to 
NP care, from July 1971 to July 15>72. At the end ol the (.renod, physical status and satisfaction were comparable between 
the two groups. The NP rjroup experienced a S^hidfopin revenue, associated with absence o^biilmg for NP care, It was 
hypothesized (hat the ability to bill for all NP 5ervices\vould haveresufted in an actual increased levenueof NPs 
functioned alone in 67®ocrf theirerKOuniers, Clinical activities were evaiu.il'?d and it v.-as determined that 69% of NP 
management was adequate compared to664bfor the physicians. PreKhptionswere rated adequate for 71% of NPs 
compared to 75% for physicians, Theconclusionyrastha*‘'a nurse practitioner can provide first-contact primary clinical care 
as safely and effectively as a family physician’ fp. 255). 
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AANP 


! .Aisiefij['4i5 Asa<M!lsii«Bi of 

' Numm piAcrraoMiis^ 


Nurse Practitioner Cost-Effectiveness 


flufse fNPs} are a proven response tt3 ft© evofving tr^id towards wellness and preventiw health 

care driwn by consurf^r clemanci. A solid body of evidence (femonsttates that MPs haw? cooss:stenf!y proven 
to l?ecosi,-€ff^tiv6 providers of high-qialily for ^nosl 50 years. Example of the NT cost-eff^tiveness 

research are descrited 

Over three decades ago, the Office of l^hndo^ A^essrent CCJTA} ) conducted an extsnsiw case analysis 

of HP practice, reporting that NF^ provided equtvafent rartB^^jved mecfical care at a l€?«er total cost than 
physcians NPs in a physician practiCG poientiaily deerrased the cost of patient visils by as much as c^-se third, 
particularly when seeing patients in an Ind^ndenl, lathef than comptemeniafy, maftniec A subseqr^nt OTA 
anal)5is confirmed original findings regardit^ e^tiveciess. AH Satar studies (rf NP care have found 
sirotlai cost-Gfficrencics associated with NP practica 

The cost-effectiveness of NPs begins with their aradenwe |i>reparaiion.lhe Amerrcarr Association of Coliegss of 
Nursing has tong reported that NP preparation asst i®-2S% that erf physicians. In 2009, the total tuition cost tor 
NP preparation was less than one year tuition F«m medical {MD or DO) prep»ation (AANP, 2010). 

ComparaWe savings are asKMiiated with INPoamf^nsatiort. in 1981. the hourly cost of an NP was one-third to 
one-half that of a physician (OTA). The differeiue in compensatkm has remained unchang^ foi 30 years. In 201 0, 
wh^ the median total compensation fix primary care physidans ranged from 52(^.656 {famsiyi to $21 9,500 
(internal medictoe) (Anverkan Medical Group A^odation, 2010}, the mean NPs total salary was S97345, 

across all types of practice (American Acad«ny <rf Nurse Practitioners iAANPi 201 0}. A study of 2$ capitated 
primary care practices with approximately two million visits by 206 providers determined that tf>e practitioner 
iaborcosts and total labx costs per visit were both lower in practices where NPs and physician assistants (PAs) 
were used to a greater extent {Roblin, Howxd. Becker, Adams, and R(rf>ei^, 2004). When procfuctiviiy measures, 
salaries, and costs of education are considered. NPs arecost effeaive providers of f^ealth servicss. 

Based on a systematic review of 37 studies. Newhouseet al (201 1 ) foimd consistent eviderKe that cost reteted 
outccMmes such as ixigth of stay, emergency visits, arto hospitalizations fx NP care are squivaient to those of 
physicians In 2012, modeling techniques wxe used to predict the potential for increased NP cost-effectiveness 
into the future, based on prior research and data. Using Texas as the model State, Penynwn (201 2) analyaid the 
potent ial economic impact that wtxikJ be associated with greatx use of NPs and other advanced practice nurses, 
prelecting over S 1 6 billion in imrrrediate savings which would itKrease ovx Ume, 

NP cos-t-efiiectjvme&s is not dependent on actual practice setting arid is denxjnstrated in primary care, acute 
care, and tong term care seftngk For instance, NPs practicing in Tenr^see's state-marvaged managed care 
orgahizatton (MCO> dalivered health care at 23% below the amage cofst associated with other primary care 
providers, ac.hievlng a 21% feduetton m hospital inpatient rates and 24% tower lab utilization rat(» con^red to 
physicians (Spitrer, 1997). A one-)«?ar study comparing a family practice physfcian-managed pfaetke with an 

NP-man^ed practice within an f^O found that compared to the physician practice, the NP-managed pracbee 
t»d 43% of the total mrergency diriment visics. 38% of the inpabent days, and S0% total annualized per 
member mxrfhiy cost (ien kins andTomsi, 1 995). Nurse managed centers (NMCs) with NP-provided care haw 
dxnonstrated significant savings, less owtty intervemtons, and fewer emergxicy visits and hospitalizations 
(Humer. Ventura, and Kearns, l9^Coddington and Sands, 2009). A study conducted irt a large HMO seftr^ 
established that adding a n NP to the praaice coukS wrtuaBy double the typical partei of patients seen by a 
physician with a projected increase in revenue of $1.28 per menftx per month, x approximately $ 1 .65 million 
per 1 (X},000 enroitoes annually (Bud, Bonner, and Rao, 1 994), 


.•\iteisni»tfaSi«ii; PO Bea •Austin. T.X 787^1 • 4i»a-4*a-4,!83. • EnutU: adrairojVJMLnp.org • Webjate; 

Gsnem.iBcirt Kelnckcm Lane , Suite- » .Alexandina. lagj* • 7B-j-r4»-34aj • EetHiil; •o^«rnment*flsii-nn-«a«jn!|ik crj; 
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Ch&nowtth, M-aftin, Pankowslct, and (2005) sna^zsd he^h carecosts associated witfi an innovative 

on-sitt? NPpiactice for over 4CK30em|^^«€5 ami tlieircfependen^lwtSr^ ^wngsof 5 .8 to 13 mBBon, yvitha 
b«iefit-to<05t ratio of up to 1 5 to t> test^l b^efit-to-cost models using ^304-2006 

data for patients receiving occupational heaftti care ftKnan NPd^norstradrrg a benefit to cost ratio rangirig 
from 2.Q-BJ to I , dep^tding on the R^tlrod (Oief«3v«th, litotin. Pank(»»ski and Ra^ond OC^). Tin^ lost 
frtHO work was tower for workers managed Nl^ to pb^Warrs, as aftoTber aspect of coit-savii^s 

{Sears, Wrckitor, Frankiin, Cheadic, and terterwitz, 2CK3^ 

A number of stiidies have dcKurriented The co^-effKdh^ness erf NPs m managing toe heaith of olifer adults. 
Hummel and Ptiza?to H 9^) found that ct^r^red to the cost <rf i^ysfcian-^niy teams, the cost of a physkian-NP 
team long term earn fociiSy were 42% tower ftx the iia«mscfi3to md s^fed care, residents and Icwer for 

tho<« with tong-term stays. The physician- teams ^so tad s^iSicaatly tower rates of emergency department 
transfers, shorter hospital lengths of slay, andfewer ^jeetefty ^te. A one-year retrospective study of 1077 HMO 
eraoll^s resfomg in 45 long form cam settings d^ncwisBat^ a $72 monthly gain per resident, compared with 
a 5197 monthly loss for residents sc^ by physkiims atone (Bur^ BfHinef, Rso.arto Kan, 19983. !ntratorQCK>l) 
fourad that residents in nursing homes with NPs wwefessBk^ to develop ambutatofyeare-sensitsvediagnosss 
requiring hospitafizations, Bakeijian (iMOS) summarized a of 1 7 studies comparing nursing home 

reskfents who arc patients of NPs to others, fincBng k^wer rates hosprtafization artd overall costs for the NP 

patients. Tlie potential for NPs to contre^ costs assexiated the healthcare erf okier adults was reccignizgd by 

Unhed Health (20G9), wtisch rect^mnended that pfovidtog NPs to manage rwrsing tame patieits could result In 
S 1 ^ blllicMi healthcare savings. 

NP-managed care within acute-care settlrtgs is also assrKteted with lower costs. Chen, McNe^e-Smith, Cowan, 
lipenreks, arid Alifi (2009) found that NPP-led care was associated with lower over alt drug costs for inpalieaits. 
When Pa® arwj Alien (2(X)6) ccst^red NP and jrftysfcian managenfont erf hypercholssterotemU fbitowing 
revasojlariration, they fouod patients in the NP-managed group had lower ditrg cc^ts, while being more litely to 
achieve rheir ^Js aral comply with preschb^j regimen. 

Collaborative NP/physician management was associated with decreased length of stay and costs and higher 
hospital profit, with similar readmi'«>ion and mortaiity rates {Cowan et at., 2006; Ettne? et al, 2006). The 
introduction of an NP model in a hralth s^tem's neuroscience area resulted in over 52.4 msHton savings the first 
year and a return on investment of 160D percent; similar savings and tmteomes were demonstrated as the NP 
model vras expanded in the s^'stem (larkin, 2003). Boling (2.009) cites an intensive short -term transitional cars 
NP ptogram documented by Smigl^ski et at through which heatihcare costs were decreased by 65% or more 
after ^rohment, as well as the introduction of an NP model in a system^ cardiovascular area associated with a: 
deaease in mortally from 3.7% to 0.6% and over 9% decreased cost per case fftwn $27,037 to $24i,5t 1). 

In addltlar! toafasolutecost, otherfactors are important to health care cost-effectiveness; These Indude Illness 
prevention, hea lth promotion, and outcomes. See Documematkm of Quality of Nurse Practitioner Practice (MNP, 
201 3) forfurther discussion. 
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Jam^iylO, 2015 


Hoa, Joe Pitts, Oistirman 

&)us« Eaerfy aM Cotomen^e Commtttt 

Subcommittee os Health 

US, Hoi^ of ^presesahiiives 

2125 Rayburn Hoise Office Building 

Washiugtos, DC 20515 


H<m. Gene Gimi, Rankisg Membea: 
Hcsise Eneigy and Commme CossniKee 
Stdx^mmnithe on Health 
U.S- House of Ri^reseatatives 
2415 Rayburn Home Office Buiidmg 
Wasbii^oii, DC 20515 


Dear Chsiimas Ktts and Raribing Membs' (keen: 

hi anlkijf»tkai of yom: January 2 1 -22 iwarin^ htkd, “A Permaamt Solution to SGR.: He 

Tuik ^ Now,” we write as csgaiizatiom rq^enting rou^y 340,000 Ad^'isced Practice 
Re^stered Nwses (APRNs) in ^ Uirited Sitates in of jpensanent SGR rspeal &e 

Medicare leftams iMluded in HR 401 5 considaed by U 3“ Congress. Rf^almg ti» 

Medica:^ smtamahle growth rsde (SGR) and refonning hfcdicare Part B pa}'mari axe long 
over^. hi die ixtierest of &e pari^sis for wluMa we |irovide care, we strongly si^port Crmpess 
moving to enact legislatioa providing pennanoit SGR rep^ and Medicare paymmt reforms . 

lefoms sbooiM r^gnize A^lNs the same as i^i^iciass is rehnbmseir^nt and m the 
develqnseiit am! m^kn^ntaticn of quality measures hs^payn:^ mcentives when same 
quality servit^s are provided 

Our APRN WorkgT'oiq) is con^nsed of or^nizatioiis rejnesenting Nurse Pnu^titios^ (NPs) 
delivering primar>', specialized and community healthcaie; Certified Registered Nurse 
Anestiietiste (CHNAs) who proride the full range of anesthesia services as well as chrook pain 
laana^meat; Certified Hurse-Midwives (CNMs) esqiert in pnmary care, mataaal and womai’s 
bealfii; and Clinical Nurse Specialists (CNSs) offering acute, chronic, sj^cridty and cormnurnty 
healthcare Totaling m oghl y 340,000 healthcare professionals, mciuding two of the ten 

laigeri categories of Medicare Part B provider ^lecialiies according to Medicare claims our 

primal}' mteiests are pati^r wellness and mynoving pati^t access to safe and cost-effective 
heaith^e services. In ever}' setting and region, for tt'cry population particulariy among fee rural 
and medicaU}' ondmeived, America’s growmgnuoiib6s of hi^y er^ated AnU^s adv'ance 
healthcare acce^ and qualit}' inyrovement in fee United States a:^ prmnote cost-effective 
healthcare delivery. 


APRNs provide crucial care to pati^ts in ever}' euvironment that i^thcare is deiivaed, 
coctribufe to communit}' health and b^hhcare d^v'ery for p<^7ulatioQs, and engine m leacka^hip 
activities necessary to promote pati^it access to betier healthc^ and cost savings . The c^re 
our mmben provide includes services billed diiecfiy to Part B, soviet buruiled into hospital or 
other feciht}' claims, services billed “incident-to” the services of a physician and reported hy the 
physician fee APRN providing fee care, and pojnilation and community healfecare. Thus, as 
Cofigre.ss works on legislation to repeal the SCR and reform the Medicai'e payment sv'stem, 
we ask on behalf of the patients for whom we provide care that yon keep this in mind: 
Nerses will ahravs nut patients first. 
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APRN Letter tm SGR Rg^eal and Medicare HeSHm - 2 


AFRNs Sgpaart Repeaiisg the SGR aad Refenmag Medicare Parment 

Became Medicare covers APRN smices uiKier Part we join in espressmg siq^rt for re|teal 

of Medicare cuts tlsat &eqiM!fltI'y Medicare baoefidanes, proddm and dke 

Medicare program with im^tainable and dxacmim cats. Over the nest 10 yea]^ the ^'kdic^e 
pc^atioB will mcrea^ by K) million beneficiaries to 72 million. We took forward to ajotuming 
wortt with }ou to ewKi tegislatioE feat stabilizes Medicare paymKrt and promotes mnovifeom 
that increase cpmlhy ami access and help ctmtroi healthcare cost growfiL and to addresrtng 
issjKis associated wife its costs. 

hi The Fururg a/Mtrsm^: Chmg^e, repoit, fee Imtiaite ofMedidne’s 

first recommeE^afio& is for APRNs to pr^rtice to liw scope of ediKrrtion and 

tr aining and its third is to espami opportunities for RNs and APRNs to ttevdop and ex^se 
kadeii^ in i^iesigBying healthcare in dwt IMted States The lOM recommends policymakers 
eiimnate bamesrs to fee fullest and best use of APRNs, not only so feat they can practice to fee 
fiiH^ extent of fe^ licaise twt also to yamide for the growing number of Mefecare 
beneficiaries ami oti^x pah«its’ »:cess to high quaiitv% cost-effective care. This actimi is a 
crucial in^jerahw at evuy le\'el of healthcare policy fiom Congress and fee Admmisttation, to 
to iKsalfecare fecilitiwi and fmvate enterprise, ami in every part of our ooufeiy, porhculariy 
nsid ami medically Tmdprsw i'pd America which rdy heavily on APRN care. Faihne to a^e fee 
highest ai^ best use of APRNs by protecting um»cessary and cosdy guild-drivsi bamers to 
feeir care denies pahsit accf^s to quality care, limits healfecare improvtanest, and wastes 
tgoqjayex and private rKoxuces. 

We hope feat legislative process would siqppoiT fair consideration and fimding of a posife’e 
update for fee tor sevice {Hroiideis. We also request that further cansidexatioa of offeetting 
rewmie somt^ ftn feis legislahw package promote sound heahlKare policy, We stqiport 
imynovem^ts to fee 113*^ Congress legislahonfeat promote paheot access to safe, cost-effective 
healfecare by recognizing APRNs so that feey may practice at theii fiili sccpe and exercise 
ieadmhip in healthcare trenstoimaticm -> recommendations consisted w'lfe fee lOM report. 
Furtbenncre, we w'culd reqirest lawmakers o{^)ose any amendments feat would inqiait patient 
access to APRNs pracdcii^ to their MI scope, and an)' anesthesia policy related amffldmmts 
feat do not hai'e siqiport of national organizaticins r^iresaatixig CRNAs and anesfeeriologists. 

Thank )' 0 u tor )'our consideratioiL and we look forw'ard to continuing to engage wife }'ou in 
siqTport of legislation permanently repealing fee cy’cle of SGR cuts that harm healthcare and 
retormisg M^caie pa)'meBt to promote access to quahty care. If you have any questions, please 
contact Fraife Purcell at fee AANA Washington office, 202484-8400. aanadc com 

Slncaely. 

American Association of Colleges of Nursu^ 

Anrerican Association ofNurse Anesfeetists 
American Association ofNurse Practitioners 
Amencan College of Nurse-Midwi\"es 
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APRN LettK on SGR R^ai and M^ihcare - 3 

An^kan T'^sses Assodadon 
GeroBklogical Advanced IWdce Nm^s Assodatioa 
Nadonal A^ociatioii of ClnucalKinse Sp^ialists 
N^onal Associatioa of Nuise Practitioiiers in Wonsen's Heaitii 
Nitioi^ Aaociadon of Pediatric Nurse PtadittoiMsrs 
NatioiMi OrginizatioB of ?fese Practiticaira' Facilities 
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Mr. Pitts. Dr. McAneny, you are recognized for 5 minutes. 

STATEMENT OF BARBAEA MCANENY 

Dr. McAneny. Thank you, Chairman Pitts and Ranking Member 
Green, members of the committee. My name is Barbara McAneny, 
and I am an oncologist from Albuquerque, New Mexico, and I am 
chair of the American Medical Association Board of Trustees. 

The AMA believes that the Medicare sustainable growth rate for- 
mula, the SGR, presents one of the most important yet difficult 
challenges our healthcare system faces today. We commend this 
committee for its extensive work in the last Congress and for tak- 
ing this first step in the 114th Congress to resolve this issue. 

The time is ripe for Congress to finish the task of repealing the 
SGR and replace it with payment reforms that enhance and sup- 
port patient care. Congress should act quickly to enact the SGR Re- 
peal and Medicare Provider Payment Modernization Act reported 
by this committee in the 113th Congress by a vote of 51 to 0 as 
part of a thoughtful, bipartisan, and bicameral process. 

This legislation represents an end to the fundamentally flawed 
SGR formula, which is a major barrier to the development and 
adoption of healthcare payment and delivery reforms that can im- 
prove the care for our Nation’s seniors and the disabled while re- 
ducing overall spending. Also, TRICARE is tied to Medicare pay- 
ments, so our Nation’s military and their families will also benefit 
from its passage. 

The reforms included in this legislation enjoy the strong support 
of an array of stakeholders, including over 600 State, specialty and 
national medical associations, as well as organizations representing 
the interest of patients. 

Under this proposal, physicians who join new payment models 
would be supported in their transition into new models of care de- 
livery that would improve the quality and deliver more coordinated 
care while saving the Medicare system money. There are now 424 
accountable care organizations serving over 7.8 million Medicare 
beneficiaries, and this has saved Medicare $417 million. The com- 
mittee proposal would expand our ability as physicians to develop 
and participate in even more innovative ideas. 

Right now physicians are facing a tsunami of penalties from the 
various Medicare quality reporting programs: PQRS, Meaningful 
Use, and the Value-Based Payment Modifier. Under the committee 
proposal, we would report under one streamlined program known 
as the Merit-Based Incentive Payment System, or MIPS. We would 
no longer be forced to divert our attention and our resources to- 
wards complying with overlapping and often conflicting programs. 
Instead, we could focus those resources on making meaningful 
changes in our practices that benefit our patients. 

We need the flexibility that the MIPS program provides so that 
we would be free to demonstrate our quality of care according to 
the standards that match our specialty and our type of practice. 
Therefore, the committee proposal does far more than merely re- 
placing the SGR, it is an important step forward to help physicians 
to successfully restructure our practices to provide better care at a 
lower cost. 
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Please take this opportunity to build upon the progress that your 
committee has already made by continuing to work in a bipartisan 
manner to resolve the remaining barriers to these significant policy 
reforms. 

Everyone agrees that we need to contain Medicare spending, but 
the SGR was never the solution and it simply has not worked. The 
17 SGR patches enacted since 2003 have cost the Federal Govern- 
ment over $169 billion, which is far more than the CBO’s estimate 
of this committee’s proposal. So the time to replace the SGR is now. 

We understand that the pathway forward must have the nec- 
essary bipartisan support to pass both chambers and to be signed 
into law by the President. Almost 10 months have passed since 
Congress set the latest deadline to enact the legislation, and time 
is running short. We urge this committee to commence negotiations 
to resolve these remaining questions. Only Congress can find the 
common ground to resolve the outstanding budgetary issues. 

We are very appreciative of the committee’s leadership on Medi- 
care physician payment reform, and the AMA stands ready to be 
a constructive partner. We thank you very much for the oppor- 
tunity to share our views. 

Mr. Pitts. Thank you very much. 

[The prepared statement of Dr. McAneny follows:] 
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to the 
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Re: A Permanent Solution to the SGR: The Time is Now 

Presented by Barbara L. McAneny, MD 
Chair, AMA Board of Trustees 

January 22, 2015 

On behalf ofthe American Medical Association (AMA), 1 commend the Energy & Commerce Committee 
Subcommittee on Health for conducting this hearing to address “A Permanent Solution to the SGR: The 
Time is Now.” As the largest professional association for physicians and the umbrella organization for 
state and specialty medical societies, the AMA is dedicated to promoting the art and science of medicine 
and the betterment of public health. We commend the Subcommittee for taking the first step in the 1 14“' 
Congress to address this matter. 

The time is past for Congress to move forward with a legislative solution that resolves a longstanding and 
fundamental problem facing Medicare by repealing the statutory formula known as the Sustainable 
Growth Rate, or SGR, and replacing it with payment reforms that enhance and support patient care. 
Congress should act expeditiously to enact the policies in the comprehensive, bipartisan, bicameral “SGR 
Repeal and Medicare Provider Payment Modernization Act,” (H.R. 4015/S. 2000 in the 113“' Congress). 


We now have a unique opportunity to improve and modernize Medicare by enacting into law legislation 
based upon H.R. 4015/S, 2000, This bill represents significant Medicare reform, and the Subcommittee 
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should continue to build on this effort by addressing outstanding barriers to its successful passage. There 
should be no preconditions, other than the commitment to a bipartisan and workable solution that can 
withstand scrutiny and be passed by both houses of Congress, signed by the President, and become law. 

In 1997, Medicare law was amended to include the SGR formula, which requires cuts in payment for 
physician services when annual spending under the Medicare Physician Fee Schedule exceeds certain 
targets that are lied to economic growth. These “physician services” — which also include services by 
non-physician practitioners who are paid under the Medicare Physician Fee Schedule/Part B — are the 
only Medicare services subject to these kinds of cuts. There is no SGR formula or other comparable 
ceiling that triggers cuts in Medicare reimbursement for hospitals, ambulatory surgical clinics, home 
health, hospice, pharmaceuticals, medical devices and supplies, or any other category of Medicare 
provider or supplier. 

Everyone agrees that we need to contain Medicare spending and ensure the most efficient and effective 
use of Medicare resources. Unfortunately, the Medicare SGR formula was never the solution, and in fact 
has now added to the problem. Physicians are not solely responsible for Medicare spending levels. 
Physicians order and recommend health care services and treatments, but they do not establish (or 
sometimes even know) the prices of those services. A wide array of factors and services contribute to 
Medicare spending levels, including patient choices and decisions. In 2013, Medicare spending on Part 
B Physician Fee Schedule services was $69 billion, or 1 2 percent of total Medicare spending.' And many 
physician services are designed to keep patients out of the hospital. Cuts produced under the SGR affect 
payment and compensation for over a million health care professionals, including physicians, non- 
physician practitioners (such as nurse practitioners and physician assistants), and the nurses and other 
staff they employ. 

' 2014 Annual Report of the Boards of Trustees of the Federal Hospital Insurance and Federal Supplementary 
Medical Insurance Trust Funds, at 11. 
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This Medicare formula has undermined and destabilized the practice of medicine and prevented 
physicians from focusing on their patients. It also has prevented physicians from engaging in payment 
and delivery reforms, and it has taken time and energy away from innovations that can improve the 
quality of care. If not remedied soon, access to care will be threatened. For example, the number of 
psychiatrists accepting Medicare patients has plummeted in recent years, to just over 50 percent, while the 
growing numbers of patients with dementia and depression are facing a severe shortage of mental health 
providers." 

Physicians already face an enormous gap between what Medicare pays and the actual cost of caring for 
seniors and the disabled. From 2001 to 2015, government data show that the cost of caring for patients by 
medical practices has gone up by 27 percent. At the same time, the average annual Medicare physician 
payment update has been only about 0.3 percent per year. Adjusting for inflation, the physician payment 
rate has actually fallen by 1 8 percent. With enormous debt burdens for graduating medical students,^ and 
increasing regulatory burdens for electronic health records, physician quality reporting programs, ICD-10, 
etc., we continue to hear from physicians who are retiring early, choosing to go into administration or 
business instead of seeing patients, or advising their children not to become physicians. The Medicare 
SGR formula adds to this problem by threatening steep payment cuts year after year, and AMA members 
have repeatedly identified SGR reform as our highest priority. Physicians are also facing a tsunami of 
penalties from the various overlapping Medicare programs. The cumulative effect of these programs, 
when combined with a two percent payment sequester reduction, would produce penalties totaling 1 1 
percent in 2017 and grow to 13 percent by the end of this decade. 


'-JAMA Psychialry. 2014; 71121:176-181. doi:10.1001/iamaDSvchiatr\' .2013.2862 . 

’ The AMA estimates the average debt burden for medical school graduates at approximately $180,000. 
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The current fee-for-service payment system creates major barriers for physicians who want to redesign 
care in ways that benefit patients and save money for Medicare: 

• Financial penalties for delivering higher-value care : Today, physicians are financially 
penalized for reducing unnecessary services and improving quality. Under the current 
Medicare payment system, physicians lose revenue if they perfonn fewer procedures or lower 
cost procedures, even if their patients are healthier as a result. Most fundamentally, under 
Medicare, physicians are not paid at all when their patients stay well, 

• Failure to pay for high-value services : In the Medicare program, some high-value services 
are not paid for adequately or at all. Medicare does not pay physicians to respond to a patient 
phone call about a symptom or problem, even though those phone calls can avoid far more 
expensive visits to the emergency room. Medicare will not pay primary care physicians and 
specialists to coordinate care by telephone or email, yet it will pay for duplicate tests and the 
problems caused by conflicting medications. 

Physicians all over the country have proven that they can both improve care for patients and save money 
for Medicare if they can get the resources they need to deliver services that Medicare does not pay 
for. For example, primary care physicians, cardiologists, oncologists, and others have used grant funding 
in demonstration projects to pay for nurses to help patients manage their health problems. These projects 
have dramatically reduced the rate at which their patients have had to go to an emergency room or be 
hospitalized for complications, saving Medicare far more than the cost of the services supported by the 
grants. But in most cases, the improvements in care and the savings achieved in the demonstration 
projects end when the demonstration ends, because there is no way to sustain the projects under the 
current payment system. The payment reforms adopted by the Committee last year would help remove 
these barriers and promote adoption of new payment models that will improve patient care and lower 


costs. 
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On 1 7 separate occasions in the past 12 years. Congress has agreed that the Medicare SGR formula is not 
working. Seventeen temporary “patches” have been enacted since 2003 to prevent SGR cuts from taking 
effect. But every time a patch is enacted, the cut is simply postponed and added to the following year. As 
a result, the projected cut that is scheduled to take effect on April 1 , 20 1 5, is 2 1 .2 percent, unless 
Congress intervenes. Due to nearly flat utilization growth in physician services for several years, the 
SGR “cliff’ has dropped from almost 30 percent a few years ago to 21.2 percent effective in April 2015. 

If we could ignore the accumulated 21 percent cliff, the Medicare SGR formula would actually trigger an 
increase in payment for physician services, as recent spending has actually been running below SGR 
targets. Per enrotlee, SGR spending has averaged less than one percent in recent years, and for 2013 SGR 
spending was six percent below the target amount. 

There has long been widespread support for repealing the Medicare SGR formula, including from the 
Medicare Payment Advisory Commission. Just last week at the Commission’s January meeting, Chair 
Glenn Hackbarth “exhorted lawmakers” to put a permanent end to the SGR formula that “routinely 
threatens to slash doctors’ pay from the big government health program.” Mr. Hackbarth pointed out that 
Congress has frequently used savings from Medicare to offset budget deals and temporary SGR patches, 
“Yet we never seem to have enough to pay for an appropriate payment system for physicians,” he said. 

The House of Representatives is in session only 28 days before SGR Patch Number 17 expires on March 
3 1 . Unless Congress takes action now, there will again be scrambling at the last minute to enact yet 
another “Band-Aid” patch. Even the Congressional Budget Office (CBO) agrees that the patches have 
cost Medicare more over time (not even counting the work of Congress and other stakeholders) than if 
Congress had acted quickly to repeal the Medicare SGR formula. In November 2014, the CBO estimated 
the 1 0-year cost of enacting H.R. 4015/S, 2000at S144 billion. By contrast, the cumulative cost of the 
patches since 2003 is estimated at $169.5 billion. 
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The AMA commends the members and staff of the House Energy & Commerce, House Ways & Means, 
and Senate Finance Committees for developing comprehensive bipartisan, bicameral legislation — with 
input from stakeholders — to enact permanent Medicare refonn and permanently repeal the Medicare 
formula. We encourage this Committee and the new Congress to move this legislation forward as quickly 
as possible. H.R, 40 1 5/S. 2000 provides a pathway forward to achieving meaningful Medicare refonn. It 
represents a historic achievement in this effort. There has long been strong bipartisan agreement that the 
Medicare SGR formula must be repealed and replaced with an alternative, more viable system. After 
working for over a year. Republican and Democratic members and staff of these three committees were 
able to come to agreement on a single bill, and each committee approved the bill. The House Energy and 
Commerce Committee approved H.R. 4015 unanimously, 51 to zero. 

H.R. 4015/S. 2000 is a detailed, thoughtful, and workable solution. It represents a major improvement 
over current law, and it is widely supported by physician specialty organizations, in addition to 
permanently repealing the SGR, it would provide positive payment updates of 0.5 percent for the first five 
years, and then freeze payments at that level for an additional five years to allow for the development and 
adoption of new, innovative payment and delivery models. Payments in subsequent years would be 
determined by many factors, including performance in the newly created Merit-Based Incentive Payment 
System (MIPS) for those who choose to remain in the fee-for-service payment system. Physicians in 
qualifying alternative payment models would receive a five percent bonus for a five-year period. The 
MIPS program would harmonize the various Medicare quality reporting programs: the Physician Quality 
Reporting System (PQRS), Electronic Health Record Incentive Program/Meaningful Use (MU), and the 
Value-Based Payment Modifier (VBM). The distinct requirements of these individual programs are often 
contradictory and duplicative, and together impose an unreasonably high burden and unduly high 
penalties on physicians, without clear evidence that they actually improve the quality of care. The bill 
streamlines key features of these programs into one single, more workable and practical program that 
offers greater flexibility and more opportunities for physicians to be rewarded for providing quality care. 
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Performance scoring under the MIPS program has several advantages over the current penalty programs: 

■ Unlike the VBM, the MIPS would not require both winners and losers. In the MIPS, physicians 
who meet the performance threshold w'ould avoid a penalty, and those who exceed it would earn 
bonuses. 

• Performance assessment under the MIPS program would be according to a “sliding scale” — 
versus the current “all or nothing” approaches used in PQRS and MU. Credit would be provided 
to those who partially meet the performance metrics. 

• The bill has guidelines for the weighting of the four performance categories, yet specifically 
allows administrative flexibility for those in practices or specialties that are at a disadvantage in 
meeting quality or MU requirements. 

• At the start of each performance period, physicians would know the threshold score for successful 
performance, and they would receive quarterly feedback on their individual performance. 

• Physicians could receive substantial credit for clinical practice improvement activities and for 
improving (and achieving) quality of care. 

• Physicians with a low level of Medicare claims, and those who are in alternative models, would 
be exempt from the MIPS requirements and payment adjustments. 

The MIPS also presents the first real opportunity for physicians to earn substantial bonuses for providing 
high quality of care. For exceeding the performance threshold, physicians could earn bonuses of up to 
four percent the first year, with the maximum increasing by one percent each year until reaching nine 
percent in year six and beyond. Additional funding is provided for exceptional performance, up to S500 
million per year, in years eight through ten. So even if all physicians score above the threshold, some will 
still receive incentive payments. Unlike current law, the MIPS penalties provide greater certainty, and 
have a maximum range in future years. 



The bill provides incentives and a pathway for physicians to develop and participate in new models of 
health care delivery and payment. Physicians participating in patient centered medical homes, widely 
recognized to lower costs of care, would not be required to assume downside financial risk. Other models 
would require some degree of downside risk in addition to opportunities for increased revenues if the 
physician practice generates savings. To encourage physicians to take on this risk, and provide a financial 
cushion, the legislation provides five percent bonus payments for live years for those who join new 
models. This provides a transition period to support successful implementation of new models. Another 
advantage is that physicians would only be subject to the quality reporting requirements for their model of 
care; they would be exempt from the new MIPS quality program. The bill also supports the use of 
telemedicine in new models of care and creates an advisory panel to consider physicians’ proposals for 
new models. 

New payment and delivery models can make Medicare services more effective and more efficient, 
thereby saving money while improving care. Many of these savings are difficult to demonstrate, and 
occur in the long-term, beyond the period reviewed by the CBO. But the leading experts in health care 
payment and efficiency embrace alternative payment models as the best way to make Medicare a 
stronger, more efficient program, and present an alternative to the current fee-for-service approach which 
inherently rewards quantity of services, over quality and effectiveness of services. Moreover, the Centers 
for Medicare & Medicaid Services (CMS) recently reported there are now 424 accountable care 
organizations (ACOs) serving over 7.8 million beneficiaries under the Medicare Shared Savings Program 
and the Pioneer ACO Model, producing total savings of $417 million.'' 

The Committee’s proposal has the broad support of providers, patients, and other stakeholders. More 
than 600 state, specialty, and national medical societies signed a letter to Congress urging its passage, A 

*' Sean Cavanaugh, Deputy Administrator and Director, Center for Medicare. The CMS Blog: ACOs Moving 
Ahead. Dec. 22, 2014. httP'.//blog. cms.gov/ . 
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broad array of patient and other groups, from AARP to Easter Seals to the U.S. Chamber of Commerce, 
also wrote to Congress in November 20 1 4, in support of the bill. 


The AMA stands ready to support this process. Now is the time to move toward a Medicare program that 
supports physicians for providing high-quality care that helps keep their patients out of the hospital. A 
21® Century health care system focuses on patients, not just payments. 


The AMA appreciates the opportunity to provide our comments on this critical health policy matter, and 
we look forward to working with the Subcommittee and Congress to repeal the flawed SGR formula and 
assist in the transition to a new health care payment and delivery system that provides more coordinated 
care, improves health outcomes, and slows the growth of costs in the Medicare program. 
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Mr. Pitts. We have got 1 minute left in the vote. We still have 
260 people not voting. We will try the last one. So, Dr. 
Schneidewind, you are recognized for 5 minutes. 

STATEMENT OF ERIC SCHNEIDEWIND 

Mr. Schneidewind. Chairman Pitts, Ranking Member Green, 
and members of the committee, thank you for holding this hearing 
on reforming Medicare physician reimbursement and for inviting 
AARP to speak from the Medicare beneficiary’s perspective. 

My name is Eric Schneidewind and I am the AARP president- 
elect. AARP is a nonpartisan organization of over 38 million mem- 
bers ages 50-plus, many of whom are Medicare beneficiaries. Dur- 
ing the previous Congress, AARP was pleased to work with com- 
mittee staff from both chambers and both parties in developing 
what became H.R. 4015. 

Permanently repealing the sustainable growth rate formula will 
bring stability and predictability to healthcare providers and Medi- 
care beneficiaries. The reimbursement reforms in the bicameral bill 
are a significant step toward improving quality and value. We ap- 
plaud the move toward more coordinated care, the streamlined 
quality measurement and reporting system, and greater data 
transparency. Thanks to the tireless work of many of the legisla- 
tors and staff here today, we are closer than we have ever been to 
finally replacing this broken reimbursement system. 

However, the final bill introduced last Congress did not include 
important health extenders, which are usually included with the 
annual doc fix legislation. Three provisions in particular are crucial 
and should be made permanent along with permanent SGR repeal 
legislation. 

First, the Qualifying Individual, QI, Program pays Part B pre- 
miums for beneficiaries with incomes between 120 percent and 135 
percent of the federal poverty line. Most Medicare beneficiaries pay 
a monthly Part B premium of $104.90 and out-of-pocket costs that 
low-income QI recipients cannot afford. 

Second, the Medicare therapy caps exception process allows ac- 
cess to needed care for people with long-term chronic conditions, 
most notably for those who require long-term therapy services. 

Third, funding for critical community-based resources is also ex- 
piring. This includes outreach and enrollment assistance to low-in- 
come Medicare beneficiaries, as well as funding aging and dis- 
ability resource centers. AARP will not consider SGR repeal legisla- 
tion complete unless those beneficiary protections are included. 

However, a question still remains on the need for budget offsets. 
In light of current and future savings in the Medicare program. 
Congress would be justified in not fully offsetting the costs of a per- 
manent repeal at this time. 

As the committee considers legislation, it is important to remem- 
ber that half of all Medicare beneficiaries live on an income of less 
than $23,500 per year and spend 17 percent of their income on 
health care. Additionally, standard beneficiary premiums are estab- 
lished to cover 25 percent of Part B spending. Given this, one-quar- 
ter of any increase in Medicare Part B spending over current law 
will automatically be borne by beneficiaries in the form of higher 
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premiums. The typical Medicare beneficiary cannot afford to pay 
more out of pocket. 

AARP has long advocated for responsible solutions for slowing 
Medicare spending growth and improving the program. Other sys- 
tem reforms recommended by AARP to help reduce Medicare 
spending, not part of H.R. 4015, include expanding competitive bid- 
ding for durable medical equipment, equalizing payments based on 
physician site of service, recouping overpayments to Medicare Ad- 
vantage plans, increasing support for transitional care and chronic 
care management, and ensuring full and effective use of all highly 
skilled clinicians. 

In addition, while lawmakers have considered shifting cost to 
beneficiaries, there has been little talk of reforming one of the most 
expensive areas of health care, prescription drugs. AARP believes 
that any discussion of budget offsets for Medicare reimbursement 
reform should include savings from prescription drugs. 

We urge you to give strong consideration to the following pre- 
scription drug proposals that could save at least $150 billion: pro- 
vide the Medicare program rebates for drugs for those who are du- 
ally eligible; enable the Secretary of HHS to negotiate for lower 
prescription drug prices; reduce the exclusivity period for biologic 
drugs; prohibit pay-for-delay agreements; and stop risk evaluation 
and mitigation strategies from being used to block generic drug and 
biosimilar product development. 

Again, thank you for holding this hearing and for making SGR 
and Medicare reimbursement a priority at the start of the 114th 
Congress. AARP welcomes the progress that has already been 
made and looks forward to working with you to get physician pay- 
ment reform across the finish line. 

I would be happy to answer any questions. 

Mr. Pitts. Thank you for your testimony. 

[The prepared statement of Mr. Schneidewind follows:] 
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Summary 

Permanently repealing the sustainable growth rate formula will bring stability and 
predictability to health care providers and the Medicare beneficiaries they serve. Congress 
should also address “health extenders", particularly: 

• The Qualifying Individual (Ql) program 

• The therapy caps exception process 

• Funding for community-based resources 


In addition to the reimbursement reforms in the tri-committee bill last Congress, other 
system reforms recommended by AARP to help reduce Medicare spending include: 

• Accelerate and expand competitive bidding for durable medical equipment: 

• Equalizing Medicare payments for physician services between hospital 
outpatient and office settings; 

• Recoup overpayments to Medicare Advantage plans; 

• Increase support for transitional care and chronic care management; 

• Ensure full and effective use of all highly skilled clinicians. 

Congress should give strong consideration to the following prescription drug proposals that 
could save at least $150 billion: 

• Provide rebates for drugs provided to Medicare Part D low-income support 
beneficiaries who are dually eligible for Medicare and Medicaid; 

• Enable the Secretary of Health and Human Services to negotiate for lower 
prescription drug prices; 

• Reduce the exclusivity period for biologic drugs; 

• Prohibit pay-for-delay agreements between brand-name pharmaceutical maker 
and generic manufacturers; 

• Stop Risk Evaluation and Mitigation Strategies (REMS) from being used to block 
generic drug and biosimilar product development. 
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statement 

Chairman Upton, Ranking Member Pallone, Chairman Pitts, Ranking Member Green, and 
members of the Committee, thank you for holding this hearing on reforming Medicare 
physician reimbursement, and for inviting AARP to speak from the Medicare beneficiary’s 
perspective. My name is Eric Schneidewind, and I am the AARP President-elect. AARP is 
a non-partisan organization of over 38 million members ages 50+, many of whom are 
Medicare beneficiaries. 

For over a decade, millions of Medicare beneficiaries have heard annual warnings that 
their health care provider would stop seeing them if the schedule payment cuts due to the 
sustainable growth rate occur. While Congress has intervened each time to prevent the 
cuts. Medicare beneficiaries remain fearful of losing access to their doctor. Thanks to the 
tireless work of many of the legislators and staff here today, we are closer than we’ve ever 
been to finally replacing this broken reimbursement system. 

During the previous Congress, AARP was pleased to work with Committee staff from both 
chambers and both parties in developing what became H.R. 4015, Permanently repealing 
the sustainable growth rate formula will bring stability and predictability to health care 
providers and the Medicare beneficiaries they serve. Moreover, the reimbursement 
reforms in the bicameral bill are a significant step toward improving quality and value in 
Medicare. We applaud the move toward more coordinated care; the streamlined quality 
reporting system; the greater use of quality measurement; and greater data transparency, 
among other improvements. 
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Specifically, we support the creation of the merit-based incentive payment system (MIPS). 
This system will consolidate quality reporting programs, while reimbursing providers for the 
quality of care they provide, not the volume of care. A robust set of quality measure will be 
necessary to effectively implement MIPS, We urge the Committee, though, to revise the 
measure development process established in the bill, and require that all new final, 
approved measures be endorsed by a consensus-based entity before inclusion in MIPS. 
This will ensure that quality measures are based on standard definitions and are 
compatible with one another, and within the larger health system. This will limit confusion, 
as well as build support and create buy-in from stakeholders, including beneficiaries. 

We also support encouraging participation in alternative payment models (APM). While 
some health care providers may always need to operate within a fee-for-service system, 
alternative models, such as shared savings or bundled payments, should be encouraged. 
Incentivizing the adoption of APMs is necessary to spur the shift away from fee-for-service. 

Additionally, we support expanding claims data availability to improve care. In particular, 
we support allowing Qualified Entities to share analyses and information more broadly. 
Expanding the availability of beneficiary-protected Medicare claims data will provide 
valuable insights into the quality, value, and outcomes of medical care. These insights can 
lead to a range of benefits, including creating better comparison-shopping tools, to helping 
providers pursue quality improvement and patient safety initiatives and enabling payers 
and providers to work together to build higher-performing networks. 
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However, the final bill introduced last Congress did not include important “health 
extenders" which are usually included with the annual “doc fix” legislation. Three provisions 
in particular are crucial to ensuring beneficiaries have access to needed care and services, 
and should be made permanent along with permanent SGR repeal legislation. 

First, the Qualifying Individual (Ql) Program pays Part B premiums for beneficiaries with 
incomes between 120 percent and 135 percent of the Federal Poverty Line - about 
$14,000 to $15,750 - and less than $7,160 in assets for an individual. Most Medicare 
beneficiaries pay a monthly Part B premium of $104.90, an out-of-pocket cost that low- 
income Ql recipients cannot afford. This program has consistently been extended for 
periods in concert with SGR extensions. We urge the Committee to make the Ql program 
permanent as part of SGR reform legislation. Failure to make the program permanent 
would seriously threaten vulnerable Medicare beneficiaries’ economic security and access 
to health care. 

Second, Medicare therapy caps serve as a significant barrier to accessing needed care for 
people with long-term, chronic conditions, most notably for those who require long-term 
therapy services. Today, Medicare coverage for outpatient therapy services - including 
physical, speech-language pathology, and occupational care - is limited through arbitrary 
per-beneficiary payment caps imposed by the Budget Control Act of 1997. In 2005, 
Congress developed an exceptions process that allows people with Medicare to receive 
Medicare-covered therapy services above the cap when medically necessary. We urge 
Congress to repeal the Medicare therapy caps as part of an SGR reform package to 
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ensure access to needed care for older adults and people with disabilities. In the absence 
of full repeal, we ask that Congress make the therapy cap exceptions process permanent. 

Third, we support permanently extending funding for critical community-based resources 
that are also expiring. This includes outreach and enrollment assistance to low-income 
Medicare beneficiaries, including an estimated 2.3 million individuals eligible for the 
Medicare Part D Low-Income Subsidy who are not enrolled in the program. As well as 
Aging and Disability Resource Centers (ADRC), the "no-wrong door" network of long-term 
care services and supports information and referral services. 

AARP will not consider SGR repeal legislation “complete" unless these beneficiary 
protections are included. 

Even if the policy provisions are agreed upon, a question still remains on the need for 
budget offsets. In light of current and future savings in the Medicare program, Congress 
would be justified in not fully offsetting the costs of a permanent repeal at this time. Other 
bills are being discussed without offsets. SGR repeal is of equal or greater necessity, and 
should not be delayed due to budget rules. 

As the Committee considers legislation, it is important to remember that half of all 
Medicare beneficiaries live on an income of less than $23,500 per year, and on average 
already spend 17 percent of their income on health care. Moreover, as recently as 2010, 
Medicare premiums and cost sharing consumed 26 percent of the average Social Security 
benefit. The typical Medicare beneficiary cannot afford to pay more out of pocket. 
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Additionally, standard beneficiary premiums are established to cover 25 percent of Part B 
spending. Given this, one quarter of any increase in Medicare Part B spending over 
current law, including physician pay updates like those proposed in H.R, 4015, will 
automatically be borne by beneficiaries in the form of higher premiums. Proposals to shift 
even more costs to Medicare beneficiaries are unfair, considering many older adults and 
people with disabilities have a limited income. Further, proposals to shift greater costs to 
seniors are an inequitable way to increase Medicare payments for providers. 

AARP has long advocated for responsible solutions for slowing Medicare spending growth 
and improving the long-term fiscal health of the program, including delivery system reforms 
and program integrity efforts. The bicameral bill made substantial improvements in these 
areas, and represents significant structural change to the Medicare program. Other system 
reforms recommended by AARP to help reduce Medicare spending include: 

• Accelerate and expand competitive bidding for durable medical equipment. 
Competitive bidding is already saving Medicare and beneficiaries billions of dollars. 
Additional categories, such as home oxygen, clinical lab services, and non-durable 
products, could save billions more. 

• Equalize Medicare payments for physician services between hospital outpatient and 
office settings. Equalizing Medicare payments for similar physician visits regardless 
of setting could save about $9 billion over 10 years. 

• Recoup overpayments to Medicare Advantage plans. “Up-coding", or inflating a 
patient’s risk score to receive a higher risk-adjusted payment, have cost Medicare 
$70 billion over 5 years. 
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• Increase support for transitional care and chronic care management. Improved 
transitional care post hospital discharge will reduce costly readmissions. 

• Ensure full and effective use of all highly skilled clinicians. Increasing the supply of 
and more effectively using the services of nurse practitioners, physicians’ 
assistants, and physicians, could improve consumers’ access to care and reduce 
Medicare spending. 

In addition, while lawmakers have considered shifting costs to beneficiaries, there has 
been little talk of reforming one of the most expensive areas of health care: prescription 
drugs. AARP firmly believes any discussion of budget offsets for Medicare reimbursement 
reform should include savings from prescription drugs. We urge you to give strong 
consideration to the following prescription drug proposals that could save at least $150 
billion - savings that would roughly offset the cost of the SGR fix: 

• Rebates - AARP supports the Medicare Drug Savings Act requiring prescription 
drug manufacturers to provide rebates for drugs provided to Medicare Part D LIS 
beneficiaries who are dually eligible for Medicare and Medicaid. This legislation 
focuses on constructively reducing costs, and has been estimated to save 

$141 billion over the next ten years, without negatively impacting Medicare Part D 
benefits or shifting costs on to Medicare beneficiaries. 

• Secretarial Negotiation - Currently, the Part D program relies upon negotiations 
conducted by individual prescription drug plan sponsors to obtain lower drug prices. 
AARP has consistently supported legislation that would enable the Secretary of 
Health and Human Services to use the bargaining power of Medicare’s 49 million 
beneficiaries to further negotiate for lower prescription drug prices, which is 
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especially important where there are no generic alternatives or competition in the 
class from other brands. 

• Biologic Drugs - AARP supports reducing the exclusivity period for biologic drugs. 
Biologic drugs are some of the most expensive drugs on the market, and they hold 
the promise of treating some of the most serious diseases — such as multiple 
sclerosis, rheumatoid arthritis, cancer and others — that often affect older 
populations. Were the exclusivity period reduced from twelve years to seven years, 
it could result in billions of dollars in savings not only for beneficiaries and the 
Medicare program, but for employers and other health care payers. 

• Pay-for-Delay Agreements - AARP urges Congress to take action on the Preserve 
Access to Affordable Generics Act sponsored by Senators Klobuchar and Grassley 
last Congress. This bipartisan bill would make it presumptively illegal for brand- 
name drug manufacturers to use pay-for-delay agreements to keep less expensive 
generic equivalents off the market. The CBO expects that enacting this legislation 
would accelerate the availability of lower-priced generic drugs and generate over 
$4.7 billion in savings between fiscal years 2012 and 2021,' 

• Risk Evaluation and Mitigation Strategies (REMS) ■ AARP also supports addressing 
the loophole in FDA required Risk Evaluation and Mitigation Strategies (REMS). 
Unfortunately, REMS are increasingly being used to block access to samples of 
reference products to halt generic drug and biosimilar product development. The 
CBO has scored a proposal to ensure appropriate use of REMS to protect patient 
safety while maintaining access to generic drugs and biosimilars as saving 
Medicare $753 million over ten years, 

* Klobuchar: New Report Underscores Need for Legislation to Crack Down on Anti-Competitive Pay-for- 
Delay Deals, July 11, 2013, http://www.klobuchar.senate.gov/newsreleases_detail,cfm?id=345314& 
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Again, thank you for holding this hearing and for making SGR and Medicare 
reimbursement a priority at the start of the 114** Congress. SGR reform will bring stability 
to Medicare provider payments and help ensure beneficiary access to care. AARP 
welcomes the progress that has already been made and looks forward to working with you 
to get physician payment reform across the finish line. I am happy to answer any 
questions. 
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Mr. Pitts. Time has expired on the vote. We have two votes on 
the floor, so members should go directly to the floor. Please come 
back immediately. 

Thank you for your patience. The committee stands in recess. 

[Recess.] 

Mr. Guthrie [presiding]. Thank you. We will bring the com- 
mittee back to order. Thanks for your patience during our voting 
time. I guess we will have until 12:30 until the next set of votes, 
so hopefully we can get through the questions. And I will recognize 
myself for questioning. 

Yesterday we had a first panel in the subcommittee, and we 
heard from members of both sides of the aisle who said that SGR 
reform must be paid for. Former Senator Joe Lieberman warned 
that stakeholders who are pushing for unpaid SGR reform bill 
could actually sink the chances of getting a permanent fix adopted 
by Congress. We also heard from policy experts that there are bi- 
partisan improvements to Medicare which can help pay for SGR re- 
form. 

So I want to ask the panel, everybody, to answer to this question. 
So I would be curious in hearing very briefly from each of our wit- 
nesses the answer to this question: Would you rather see a perma- 
nent SGR fix pass in March with bipartisan pay-fors or see Con- 
gress be forced to do another patch? So pay-for or patch? The op- 
tion really isn’t a question to say, well, an unpaid-for fix. It is a 
paid-for fix or a patch. And let’s go briefly down the line of wit- 
nesses. 

Dr. Umbdenstock. Well, at the AHA, we would pick door num- 
ber one. We think it needs to be fixed, frankly, should have been 
fixed a long time ago when the costs were lower, the problem was 
smaller. We put it off. At the moment, the rate of increase is so 
low that the projections are much lower as to the costs going for- 
ward. We think it should be taken care of, but I have to under- 
stand score again, not at the expense of payments to other pro- 
viders. 

Mr. Guthrie. OK. Thanks. 

Dr. Umbdenstock. We have got to find other solutions. 

Mr. Guthrie. I am going to try to get down the list. 

Dr. O’Shea. 

Dr. O’Shea. As I said before, we know that it is not just for phy- 
sicians to say, but we do know that offsetting needs to be done for 
a permanent solution. So we are actually for a permanent solution 
and not for a patch. A physician is never going to want a patch. 

Mr. Guthrie. Thanks. 

Dr. Speir. 

Dr. Speir. Permanent fix. 

Mr. Guthrie. Permanent fix. 

Dr. Miller. 

Mr. Miller. Permanent fix. We go with door one because the 
patch hasn’t worked for so many years. We need to fix it. 

Mr. Guthrie. OK. Thanks. 

Dr. McAneny. 

Dr. McAneny. We also want a permanent fix to this. We are so 
close. You have developed great policy. If we can get the SGR out 
of the way, then we can move forward towards the more important 
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work of trying to restructure how we actually deliver care to our 
patients. 

Mr. Guthrie. Thank you. 

Mr. Schneidewind. 

Mr. Schneidewind. AARP would support a permanent fix, and 
we have proposed means to pay for it. 

Mr. Guthrie. OK. Thank you. Thank you very much. 

For Mr. Umhdenstock from AHA, in your testimony you wrote 
down four different ideas you said for cutting funding. You ex- 
pressed opposition to cutting funding for services provided hy other 
caregivers, which you just reinforced, and I understand, and you 
suggested there is a tipping point of the repeated ratcheting down 
of payments for Medicare and Medicaid hospital services past 
which patients on these programs will face harder times or they 
will have longer wait times if we continue to go down. 

Could you just describe for the committee the scope of the cuts 
the hospitals have seen since 2010 and what type of cuts in the 
way of market basket adjustments are on the horizon? The situa- 
tion the hospitals have been in since 2010. 

Dr. Umbdenstock. Be happy to. Thank you. 

Since 2010, hospitals have experienced $121 billion in the 10 
years after each of those cuts, $121 billion cumulative in cuts 
through the Medicare program, whether it was through sequestra- 
tion cuts or cuts through coding offsets or reductions in bad debt 
payments under Medicare. A variety of different cuts have occurred 
totaling $121 billion. 

In addition, there are payment reductions in the ACA that were 
agreed to, to help pay for coverage under the ACA. Those cuts are 
now starting to kick in as well. They were not in the first couple 
of years. They started essentially just before coverage started and 
now will roll out in the later years. So market basket adjustments, 
reductions in DSH payments, disproportionate share payments, 
and so on are almost looming. So additional cuts on top of that 
would be untenable. 

Mr. Guthrie. You had several policy proposals when you did 
your testimony. Which ones that you brought forth would you sug- 
gest should be paired with SGR reform? 

Dr. Umbdenstock. Well, those are four that we wanted to high- 
light, in particular the combining of Parts A and B and the restruc- 
turing of that outdated method under Medicare; modifying the 
first-dollar coverage in Medigap policies to make more prudent 
buyers within the Medicare program; and increase income-related 
premiums, med mal reform; and I didn’t mention, but always on 
our list is administrative simplification and regulatory relief. 

So we think that those have all been scored. They have all re- 
ceived bipartisan support and should be considered as pay-fors. 

Mr. Guthrie. Thank you. 

And I will yield back 5 seconds because we are going to try to 
get everybody in before the next round of votes, if we can stick to 
the 5-minutes rule as close as we can. 

Mr. Green. 

Mr. Green. Thank you, Mr. Chairman. 

And I talked to some of you beforehand. All of us want to repeal 
the SGR. It is the issue of paying for it and how do we pay for it. 



186 


I don’t want to put it on the backs of the Medicare patients. And 
some of you know the kind of district I represent. It is a very urban 
area. We have a great medical center in Houston. Although I have 
a very urban area, and the physicians who practice in my area are 
the ones 45 percent or 55 percent of their practice is senior citizens 
with Medicare. If we don’t fix the SGR, they can’t be in business. 

Now, my suburban physicians can because they have a lot of 
third-party coverage, whereas if with you have a load of seniors on 
Medicare, you can’t. So that is why I want to fix it, because I want 
those doctors to still be in my district so people don’t have to go 
to the suburbs to see a physician. But that is the problem with 
paying for it. 

Dr. McAneny, I understand the cost of a permanent repeal of 
SGR is $118.9 billion. I think that is the cheapest number I have 
seen since we have had it. It would cost $32 billion just to fix it 
for 2 years. And one of our concerns is, and I have heard all your 
and read all your testimony, is that how do we do it without im- 
pacting the patients who are part of Medicare, because, as we 
know, seniors on Medicare pay a huge percentage higher for health 
care, even though they have Medicare, than seniors under 65. 

And so that is our concern. Are there any suggestions? I know 
there are some reforms we can do, and the reforms may be good 
in idea, but if they save money, then we can use that as a pay-for. 

Dr. McAneny. The AMA has a large body of Medicare reform 
policy which we have carefully thought of over many years and 
would love to have the opportunity to go over. With any pay-for, 
the question really will be in the detail. We feel that any solution 
is going to have to be bipartisan. It is going to have to be some- 
thing that is bicameral and can be signed by the President. And 
we really look a lot to the leadership of this committee and Con- 
gress to lay the guidelines, and then we would be happy to work 
with you any way we can to try to look over the ideas that are pre- 
sented. 

We do believe that by getting the SGR out of the way and letting 
physicians restructure their practices, that we can do a lot to save 
money going forward. In my own practice, we have an Innovation 
Center grant that has created an oncology medical home. We have 
cut hospitalizations for cancer patients by almost half That saves 
money and it takes better care of our patients. So we think there 
are a lot of things out there that can really provide better care with 
lower costs and that that should be considered as part of the equa- 
tion. 

Mr. Green. Thank you. 

Dr. Schneidewind, I know representing AARP, and your constitu- 
ents are actually the Medicare recipients. Do you know if any of 
the health reforms that you have seen or heard today that would 
actually save enough money we could use it for a pay-for, but 
would also have more efficient delivery to your constituents, AARP 
members? 

Mr. Schneidewind. Well, I think embedded in the legislation 
itself, of course, are reimbursement reforms which are going to 
produce that result. And I think what we look to is reforms that 
impact, for instance, competitive bidding for durable medical equip- 
ment. In one 5-year period there were $70 billion of overpayments 
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to Medicare Advantage plans, we believe for upcoding and that sort 
of thing. So that would offer $140 billion over a 10-year period. 
Transitional care, we could support that better, and that obviously 
reduces readmission rates. 

But really the place to look for the savings, we think, are the 
drug costs, and steps like extending the rebates from just Medicaid 
to dual eligibles, you are talking about $140 billion over a 10-year 
period from that one alone. So we really respectfully suggest that 
this committee look hard at prescription drug costs as a place to 
save money, to leave these providers in a good position, and to 
make this Medicare program solvent and sound for the future. 

Mr. Green. And I appreciate that because, again, in a district 
like I have, we have a lot of dual eligibles already. But that is the 
issue. 

And, Mr. Chairman, I will yield back my 17 seconds. 

Mr. Guthrie. Thank you. Being efficient. Trying to get the votes. 

The next is also from Texas, Dr. Burgess. 

Mr. Burgess. Thank you, Mr. Vice Chair. I appreciate you not 
referring to me as the old vice chair. 

In the interest of time, I would like to actually pose a multipart 
question, or two questions, and then I would like to go down the 
line, starting with Rich and ending up at the AARP. And the two 
questions would be, as you understand the policy language of the 
4015 in the previous Congress, are you supportive of that policy? 
And the second part to that question, would you support the com- 
mittee making this a priority for this Congress? And not to lead the 
witnesses, but the correct answers are yes and yes. 

Dr. Umbdenstock. Thank you for that clarification. Yes and yes. 

Dr. O’Shea. Dr. Burgess, number one, we really want to thank 
you for all the work that you have done, we appreciate it, as the 
physician leader that you are. 

Yes and yes. 

Dr. Speir. Thank you. Dr. Burgess. Yes and yes. 

Mr. Miller. Thank you. Dr. Burgess. Yes and yes. 

Dr. McAneny. To be redundant, thank you. Dr. Burgess. Yes and 
yes. 

Mr. SCHNEIDEWIND. Yes and yes. Thank you. Dr. Burgess. 

Mr. Burgess. Great. I am glad we all got that on the record. 

Dr. McAneny, I need to ask you a question. I may have to move 
to get to a right microphone. 

We have talked about the SGR for a long time. I have had a bill 
every term I have been in Congress. But a lot of people don’t really 
understand what happens if we blow through a deadline, which we 
did at the end of 2005 when Republicans were in charge and we 
did three times in 2010 when the Democrats were in charge. Can 
you kind of trace out for us what the effect is on a physician’s prac- 
tice and a patient’s access to their physician when we blow through 
those deadlines and why it is so critical that we not face those 
deadlines year in and year out? 

Dr. McAneny. Thank you. Dr. Burgess, for that question. 

I do manage my practice in Albuquerque and in little towns in 
New Mexico where we serve a lot of underserved people. What hap- 
pens when we blow through one of those deadlines is that we sud- 
denly cannot submit a bill. Our cash flow drops very quickly be- 
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cause not only do I have to make pay payroll every 2 weeks be- 
cause my employees live on that, they have to pay their mortgages 
and buy food, but I cannot buy the supplies that I need to treat 
my patients. I cannot afford to purchase the chemotherapy to give 
to the patients who are in need of it. 

Then we incur double damage in that when we submit a bill and 
then there is a patch or a change that occurs later, then we have 
to resubmit the bill. The accounting nightmares are terrible to try 
to figure out what has actually been paid, what still is owed. I 
often have had to take out bank loans or lines of credit, which 
means that we lose the interest on that. And I am a small busi- 
ness, we have 200 employees, and a lot of people depend on us for 
their livelihoods. So this really is a devastating idea. 

And as we are trying to restructure what we do to provide better 
health care, the uncertainty of not knowing whether or not my 
major payer. Medicare, is going to be there, is going to cut my fees 
by 21 percent, or whether they are going to reinstitute a zero per- 
cent, which is actually a 3 percent loss because the expense goes 
up about 3 percent per year, I haven’t been able to give my nurses 
and my staff a raise for the last 2 years. 

So it is devastating to us as small businesses. It is devastating 
to us as physicians because we can’t do what we were trained to 
do, which is to take care of the people who depend on us. 

Mr. Burgess. Well, and the reason I asked that question, of 
course, we have until March 31 for something to happen, which is 
get the President to sign the SGR fix or come up with a doc fix for 
whatever period of time, and I am concerned that if we spend too 
much time reinventing the wheel now we will burn through that 
daylight that is available to us and push up against the deadline. 

But let me just ask you as a practical matter, and perhaps. Dr. 
O’Shea, you as well, are you talking with your constituencies, your 
doctors who are part of your association, about the possibility that 
the full SGR cut might happen, that if Congress couldn’t get its 
work done, that you might face this funding cliff that is set out in 
the statute? 

Dr. McAneny. Dr. Burgess, I think every physician, particularly 
those who manage a practice, considers that at about 3 in the 
morning, on a lot of mornings, of how am I going to keep the prac- 
tice going if this happens. Yes, I think most physicians are aware 
that this would be devastating, and I think that more and more pa- 
tients are becoming aware of what it would do to us if they couldn’t 
get in to see their doctor at the time when they need their doctor. 

Mr. Burgess. Thank you. 

Dr. O’Shea. And I might say just. Dr. Burgess, say the same 
thing. 

Mr. Guthrie. Well, the time has expired. We are trying to get 
everybody’s questions before the next vote. So I appreciate that. 

Ms. Matsui from California is recognized. 

Ms. Matsui. Thank you so much, Mr. Chairman. 

First of all, thank you very much for being here. Appreciate your 
testimony. It is a very important issue. And I know how much SGR 
repeal and replace means to each of your organizations. 

I have a huge healthcare sector in my district, four major hos- 
pital systems. I think Dr. O’Shea knows because you are a member 
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of one of them essentially. But I think that we have to do this. The 
thing is, the pay-for is so difficult. Where we stand now is seeing 
how to figure that out, and what I am hearing a lot about today 
is we want to do this but we don’t want to do it here or here or 
here. And I am not singling anyone out, but that is the way it is 
here. But what I am looking at is let’s do this but not at the ex- 
pense of the seniors. Now, I think each of us feel that way too and 
are trying to balance that out. 

So what I am looking at now is, let’s be very specific, so some 
of these are questions I am hearing, currently Medicare bene- 
ficiaries have separate cost-sharing structures, when they see doc- 
tors versus when they go to the hospitals. There may be ways to 
simplify this and modernize Medicare benefits to look more like 
health insurance products we see today. But current proposals to 
redesign Medicare benefits such as combining Part A and B 
deductibles would redistribute the burden of healthcare costs to the 
most vulnerable in the program. 

So, Mr. Schneidewind, can you talk about the potential impact on 
beneficiaries of a combined Part A and B deductible? 

Mr. Schneidewind. Yes, Representative. The Part A deductible 
is significantly higher than the Part B deductible, and so if those 
two are combined into one average number, it is pretty clear that 
a senior going for medical services as opposed to hospital would 
end up paying a higher deductible than they had prior to the 
change. 

And what concerns us is that in that situation somebody who is 
using medical services a lot and hospital very little would effec- 
tively, number one, be penalized financially and have a disincen- 
tive to seek care from physicians. And I hope people will recognize 
that the average person who is receiving Medicare has an income 
of $23,500, half have less than that, they pay $4,000 out of that 
$23,500 for medical care already. So increasing that, in addition to 
the regular Part B increases that occur, is unaffordable. 

Ms. Matsui. ok. Thank you. 

Now, these new payment delivery models incentivize and the 
SGR repeal and replace policy can make Medicare services more ef- 
fective and maybe more efficient. This will save money while im- 
proving care. However, these savings are often difficult to dem- 
onstrate and quantify, as they occur in long-term time windows, we 
know how difficult it is to even score those things, and involve sav- 
ings to the overall health system, not to mention the improvement 
in quality care that can be an invaluable effect on a patient’s life. 
You can measure and estimate the reduced hospitalization costs 
caused by better management of a senior’s chronic conditions, but 
you can’t put a price on how that impacts seniors and their care- 
givers’ lives. So I believe a more holistic approach to patient care, 
including strong preventive care, saves costs and lives. 

So, Dr. O’Shea, please discuss the benefits of the holistic ap- 
proach to care, and include any comments you may have about sav- 
ings that can be achieved and how this fits into what we are trying 
to do today, because I think we have to apply a holistic approach 
to this SGR replace-and-repeal policy too. 

Dr. O’Shea. I appreciate the question. 
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Taking a holistic approach is what I think we have heen gearing 
up for, for many, many years here. So what I would he speaking 
of is implementations the greater part of physicians around the 
country have done is with an her. The her and the patient-centered 
medical home are just ready to do these things, taking the whole 
patient into consideration. I actually lead the diabetic program at 
Sutter Amador Hospital. 

Mr. Collins. Could you speak into the microphone? 

Dr. O’Shea. As doing that, and as working with the chronic care 
model, when you have more implementation of preventative serv- 
ices early on in the chronic care model, you are going to get larger 
savings, you are stopping the fast creep of a chronic and a high- 
cost patient into a much more controlled, extending the care in an 
ambulatory setting and not having to use the hospital setting. 

We can do that, and I would speak also for combining Part A and 
B, if that can be achieved, but doing that and making sure that the 
primary care home that is specific for the patient, because it has 
to meet patient needs, is implemented, and in doing that in an ag- 
gregated affront to these costs, making the patient, but also the 
physician, accountable and knowing with all the information that 
we now can look at ourselves and look at your own cost savings, 
making those numbers known to physicians, to physician societies, 
to different state societies. You know, looking and then comparing 
to one another. I think as physicians we are used to being com- 
pared in services and things like that. You will actually find that 
we can tolerate that, can get geared toward that a lot faster than 
just always rotating patients. 

Ms. Matsui. ok. Well, thank you very much. 

Mr. Guthrie. Thank you. The gentlelady’s time has expired. 

The chair is going to recognize for unanimous consent a standard 
of care statement that has been offered by the Cooperative of 
American Physicians, NORCAL Mutual Insurance Company, PIAA, 
Texas Medical Liability Trust, The Doctors Company. Without ob- 
jection, so ordered. 

[The information appears at the conclusion of the hearing.] 

Mr. Guthrie. The chair now recognizes Chairman Barton. 

Mr. Barton. Thank you, Mr. Chairman. It is good to see you in 
the chair. It is good to see Mr. Green as the ranking member of 
the Health Subcommittee. That is quite an honor. It is good to 
have you there. 

I haven’t watched this on TV, nor have I read your testimony. 
So I am a total innocent. But I will make a bet right now that we 
have agreement that we need to fix the SGR, everybody has said 
that, but I bet not one of the panelists has offered a way to pay 
for it. Am I right or wrong? 

What? We had somebody offer a pay-for? 

Dr. Umbdenstock. I think the American Hospital Association 
put forward suggestions, as did 

Mr. SCHNEIDEWIND. As did AARP. 

Mr. Barton. Well, I would have lost that bet. You all should 
have taken me up on it. I would have bought everybody a free Dr. 
Pepper down in my office. 
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Well, good for you. I was going to offer a proposed solution that 
the people that didn’t testify had to pay for it, since you all weren’t 
willing to pay for it. 

So do we have an agreement that there should be a pay-for? Is 
there anybody that opposes that? 

Mr. ScHNEiDEWiND. We have raised the possibility that, given 
the reforms, there may not need to be, but out of respect for your 
desire for some information, we have proposed pay-fors. 

Mr. Barton. Then the second part of is there a pay-for, I am 
going to ask the chairman if as a committee do we have a position 
that the pay-for should come out of the medical system or are we 
looking at pay-fors outside the medical system? 

Mr. Guthrie. From what I understand, we are still looking at 
pay-fors. There has been no overall 

Mr. Barton. Within the medical 

Mr. Guthrie. I think we are looking at all pay-fors, all opportu- 
nities for pay-fors. 

Mr. Barton. OK. Because if we were willing to look outside the 
system we could do some oil and gas revenue royalties from the 
OCS or Alaska or federal lands. I have an Internet poker bill that 
would probably generate $50 billion over 10 years. 

Mr. Green. If the gentleman would yield. 

Mr. Barton. I would be happy to. 

Mr. Green. Our side, we don’t mind looking outside health care, 
but I have to admit, I can’t sign on to your Internet poker bill. 

Mr. Barton. That would be theeasiest pay-for because the poker 
players of America would willingly pay that surcharge to be able 
to play poker on the Internet. And that was seriously looked at in 
the last Congress, actually. I mean, it is enough money that it is 
real. 

Well, I want to commend Dr. Burgess for the work that he has 
done over the last several years. He has been absolutely committed 
to fixing the problem. And as you all know, this last Congress we 
actually passed an SGR fix but we didn’t have a pay-for and it 
foundered. 

I think Chairman Upton and Subcommittee Chairman Pitts are 
committed to going all the way this session with a real pay-for that 
solves the problem, and I will be a part of it, of the system at that 
point in time. 

With that, Mr. Chairman, I will yield to any other member who 
wishes my time. 

Dr. Burgess. 

Mr. Burgess. If the gentleman will yield for clarification. The 
bill that passed the floor of the House the middle of March of 2014 
was paid for, was offset. The offset came from the Affordable Care 
Act. And for people who disagree with that strategy, I would simply 
offer that if you were going to reform health care in this country 
from soup to nuts, you ought to start by fixing the SGR. So that 
was a logical place to go. I am sorry people didn’t agree with that 
over on the Senate side. I am willing to look at other pay-fors. But 
our bill was offset when it passed the floor of the House last 
March. And I yield back to the gentleman. 

Mr. Barton. I guess I will ask one more question. Does the panel 
think there are enough savings in Medicaid if we gave more flexi- 
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bility to the States? All the State Governors and Medicaid directors 
are always asking us to give them more flexibility. Is that a poten- 
tial pay-for that you all might be willing to work with us on? 

Dr. LJmbdenstock. Well, from the hospital point of view, we find 
Medicaid to be a very stressed program already and are very con- 
cerned about further cuts to that program. 

Mr. Barton. So that is a no. 

Dr. Umbdenstock. For the record, if you decided to solve this 
problem without a pay-for, we would not object. Just for the record. 

Mr. Barton. Put me down as not surprised with that answer. 

With that, Mr. Chairman, I yield back. 

Mr. Guthrie. Thank you. The gentleman yields back. 

Recognize Mr. Schrader from Oregon. 

Mr. Schrader. Thank you, Mr. Chairman, appreciate it. 

I appreciate the panel. I appreciate the panel for the most part 
coming up with ideas for us to pay for the SGR reforms, since it 
has such broad support to get this done and get the Sword of Dam- 
ocles off the physician and hospital community’s backs, and, frank- 
ly, the seniors, seniors’ backs. They have been up against. I think 
every one of us has had horror stories of seniors not being able to 
find physicians or nurse practitioners to take care of them because 
of what we are doing or not doing here. 

With that, just several questions. Dr. McAneny, maybe you could 
elaborate a little bit more on how the fee-for-service system is actu- 
ally hurting or prohibiting not prohibiting, but I think impair- 

ing physicians’ and nurse practitioners’ ability to provide the qual- 
ity care that they think they can do. You alluded to that a little 
bit. 

Dr. McAneny. Thank you. Representative, for that question. 

The fee-for-service system worked well before there was much 
that we could do in the outpatient arena. There were limited things 
we could. It was easy to enact fees for those. Currently, now, if we 
want to manage patients in a different way, if we want to have 
nurses or other staff members on the phone talking to patients, in- 
tervening early, helping people manage problems at home, we are 
not paid for that. And physician practices find that they have to 
generate enough of the billable codes to pay the infrastructure that 
it diverts our attention away from some of the changes that we 
could make to better deliver that care. 

In addition, now with all the regulatory requirements that are 
there that are not paid for with trying to comply with Meaningful 
Use, PQRS, the value-based purchasing, et cetera, we are spending 
more and more time away from patients, away from anything that 
even generates a fee, and away from things that actually help us 
manage a patient. That is why we are so excited about this com- 
mittee’s proposed bill where you get rid of all that, consolidate it 
into one streamlined system so that we can take some of those re- 
sources, have the opportunity to try out systems that may include 
some fee-for-service but may include a lot of other options as well, 
and see if we can’t design systems that will work in our individual 
practices to be able to deliver better patient care at a lower cost. 
So thank you. 

Mr. Schrader. Very good. 
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Dr. Speir, maybe describe a little bit how comparative effective- 
ness research can improve care and provide, hopefully, physicians, 
particularly in the specialities, almost a safe haven in terms of li- 
ability and lawsuit issues. 

Dr. Speir. Thank you, sir. I think that we have shown in our re- 
gion that by looking at the STS database outcomes linked to the 
clinical cost with evidence-based guidelines, which is actually door 
number C that was not alluded to before, that we can dramatically 
decrease the cost and improve the outcomes. 

And the pay-fors, as we discussed, while the focus has been off 
the top payments, we can continue to deliver such care which is re- 
flective of what you had said. Congresswoman, and show the im- 
provement in care while decreasing such cost. And I think that this 
is, to dovetail on your previous question regarding fee-for-service, 
that is a totally outcome-exclusive proposition that is only focused 
on volumes of patients, procedures performed or tests that are 
done. 

Mr. Schrader. Right. Completely the wrong incentive. 

Dr. Speir. That is correct. 

Mr. Schrader. I come from Oregon and very much into outcome 
based, and a nice way to marry up to primary care with the spe- 
cialty care, and I think the way you guys are doing it is just really 
exciting and going to happen regardless of what we do, I think, 
here in Congress, and I am just really pleased with that. 

Last question, if I may, with Mr. Schneidewind. The biggest con- 
cern I think a lot of us have is foisting too much of the cost, if you 
will, on the beneficiaries, and we struggle with this. I have been 
involved in different work groups trying to figure out how can we 
minimize that impact. I don’t think my seniors are afraid to pay 
a little bit more as long as everyone is paying something, but they 
want to make sure they get the quality care that they get at the 
end of the day. 

Some of the proposals with the means testing or the combining 
premiums, you talked a little bit about the deductible issues that 
seniors face, what if there were exclusions or work with your group 

and others to make sure that the low-income folks below pick 

a number, 200 percent of poverty level or whatever it might be 

are excluded from some of these beneficiary cost-sharing ideas, 
would AARP be willing to work with us on something like that? 

Mr. Schneidewind. Well, one of the concerns that we have, and 
we have seen this in the proposals to income relate, for instance, 
premiums, that right now somebody at the top range is paying 
three times the premium as somebody at the bottom. And we worry 
that the more those premiums go up, for instance, the more incen- 
tive these people have to simply go off Part B and seek their insur- 
ance elsewhere, because right now those premiums are very high. 
And some of the proposals we see, for instance, really start kicking 
in at $85,000 of income, whereas the IRS considers a wealth person 
$400,000. 

You are really starting to reach down and increase the cost of 
care for a lot of people. Right now, as I have said also, the people, 
let’s say half of the people are at $23,000 of income, and they are 
already paying $4,000 of that in medical care, and they are paying 
premium increases as they occur, and they have incurred steadily. 
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So we think with the very promising savings that are available 
in the prescription drug arena, through some other reforms, looking 
at the payments, for instance, to, you know, upcoding on Medicare 
Advantage 

Mr. Schrader. OK. Very good. My time has expired. I will take 
that as a no, but thank you very much. 

Mr. Guthrie. Thank you. Dr. Schrader. 

Dr. Schrader’s time has expired. 

Mr. Lance of New Jersey is recognized. 

Mr. Lance. Thank you very much, Mr. Chairman. 

I would have been surprised if anybody on the panel had not fa- 
vored a permanent solution. And I have read the testimony, includ- 
ing the suggestions that have been made. In my own view, it will 
be very difficult to achieve this by March 31. And, for me, the ques- 
tion is, is there a method to pay for a permanent solution that can 
pass both houses of Congress, be signed into law by the President 
of the United States? I think that is an extremely difficult question 
to answer. 

And I am also concerned by the fact that the deadline approaches 
and we have other fundamental issues regarding healthcare policy 
that we may have to address in this session, particularly if the Su- 
preme Court rules, as it may very well rule, that there can be no 
subsidies to the Federal exchange. 

Is there anybody on the panel who might be willing to address 
that potential as it relates to SCR? 

Don’t all volunteer at once. Anybody on the panel? 

My point, obviously, is that these are great issues with moving 
parts, and they are not simply an issue that relates to SCR, al- 
though SCR is an important component of it. 

Mr. Umbdenstock, some say that SCR reform is Medicare reform 
rather than simply a physician payment bill, and in your report, 
“Ensuring a Healthier Tomorrow,” there have been a number of 
suggestions made. What was the catalyst for the report, and why 
do you think that Medicare reform is important, particularly in the 
context of SCR? 

Dr. Umbdenstock. Thank you very much, sir. 

First of all, the catalyst for the report was an update of our view 
of what additional changes need to happen, and that was done 2 
years after the passage of the Affordable Care Act. 

Mr. Lance. Yes. 

Dr. Umbdenstock. So we updated our reform principles and 
framework. And in there we stressed not only the various issues 
that we think need to be addressed, but this notion of shared re- 
sponsibility, that providers and consumers and suppliers and gov- 
ernment and private sector, we are all going to have to make 
changes in order to get this done. 

Secondly, SCR is important. It is critical. It has been kicked 
down the road for too long. The uncertainty that comes with it for 
physicians and therefore for patients and access, we have just got 
to solve it. But it is not the sum total of Medicare reform. So we 
have to think about solving this problem in the context of how the 
solutions may also help us in the long-term reform of the program, 
and that is why we proposed some of the things that we did for 
your consideration. 
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Mr. Lance. Thank you. 

And to Dr. Speir, the Society of Thoracic Surgeons has a national 
database, and you have discussed that in your written testimony, 
and you have discussed the fact that it might be applied to the 
Medicare program at large. And if you would discuss with the com- 
mittee your views on that and the positive outcomes that you have 
experienced in your field from an innovative use of data and imple- 
mentation of this program. 

Dr. Speir. Thank you. We feel very strongly that the registries 
are really applicable not only to procedurally based practitioners, 
but really to all physicians, and that the time is now for us to not 
only be accountable and begin to participate with such registries 
regardless of our specialization, but then use that data in the turn- 
around to improve our care and therefore reduce the cost. 

It is not only for the Medicare patients, but anyone that under- 
goes cardiac surgery or any procedures, or pulmonary resections for 
esophageal resections or anything to do within our specialty. These 
registries and the concept of that have also been expanded in other 
fields, whether it is vascular surgery, neurosurgery, and more and 
more are getting on board with that. But that is our future, all of 
us. 

Mr. Lance. Thank you. 

In conclusion, let me say I want to associate myself with the fine 
work of Dr. Burgess and also with the comments of Chairman 
Emeritus Barton. And I do think that we should look sincerely at 
Chairman Barton’s suggestion regarding funding, perhaps to some 
extent from Internet poker. And the reason that this issue has not 
been resolved institutionally in Congress is that it is a very dif- 
ficult issue, and we have panels come before us all the time saying 
a permanent solution is necessary. It is much more difficult to de- 
termine how to pay for it. 

Thank you, Mr. Chairman. 

Mr. Guthrie. The gentleman yields back. 

Recognize Mr. Butterfield of North Carolina. 

Mr. Butterfield. Thank you very much, Mr. Chairman, and let 
me apologize for being late. I have been multitasking all morning 
long, as all of my colleagues do every day. 

But thank you for coming, thank you to the six witnesses. 

And thank you, Mr. Chairman, for convening this hearing. 

I am encouraged by the hearing so that we can talk about the 
long-term concerns that are facing the Medicare program. My goal 
as just one single member of this subcommittee is to provide great- 
er certainty for providers and beneficiaries, and I am happy, very 
happy, that there is a bipartisan agreement, as it appears, that is 
pursuing a permanent fix to the SGR as the most prudent way to 
go forward. 

Since 2003, Congress has patched the formula, as we all know, 
17 times at least, each time causing trepidation among providers 
and beneficiaries. Seniors in my district, including more low-income 
individuals and many African-American citizens, do not know if 
they will be able to see the same doctor next year. My providers 
do not know if they will be able to serve the same patients next 
year. 
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So we can, Mr. Chairman, and we must come together and find 
a long-term solution to this problem, and this bill is a step in the 
right direction. Mr. Chairman, we can fix this thing. The pay-for 
is obviously the problem, but I believe that if reasonable minds can 
come together and forget the partisanship, and I think if we sit to- 
gether, we can figure this thing out and get a permanent fix to this 
problem. 

I will make the observation that it cost $144 billion to fix it over 
a 10-year period, and that is, indeed, a lot of money, but we have 
to talk about budgeting in relative terms. We spent $10 billion per 
month in Iraq, and that is 14 months of conflict in Iraq versus a 
permanent fix for the SGR. Mr. Chairman, we can do this thing. 

Let me ask my question to the president-elect of AARP. I cannot 
pronounce your name. I am from the rural South, and I dare not 
even try it. But, sir, we have heard a number of proposals that 
would reduce the Medicare benefit for those currently on the pro- 
gram or those even eligible for Medicare. For example, we have 
heard proposals from others on the other side of the aisle that 
would gradually raise the Medicare eligibility from 65 to 67. You 
know all about that. 

This proposal is very concerning to me because I think that it is 
a little bit shortsighted. Its consequences are far-reaching. These 
people will still need coverage, and certainly they will get sick. I 
also believe this change would be breaking a longstanding 
intergenerational promise that we made to the American people. 

Very quickly, can you speak to the effects of raising the Medicare 
eligibility age, at least on the members that you represent? 

Mr. ScHNEiDEWiND. Well, our feeling is that it represents really 
a cost shift, not a cost savings, and let me describe that. By raising 
the eligibility rate, you end up having people on their Affordable 
Care Act insurance, if they have it, for a longer period of time or 
their private insurance. That means that the pools there have to 
pay for an older population because the age to transfer to Medicare 
is extended. So the costs go up, and those costs are borne by busi- 
nesses, by governments, and by those who provide insurance to 
their employees. So it hurts the economy. 

On the other hand, for Medicare, it ends up making the popu- 
lation in the pool older on average, because coverage starts at an 
older age, and that increases Medicare costs. So you have increased 
costs for Medicare, you have increased costs for private and ACA 
insurance, you have increased costs for employers who hire people, 
and, because those effects now are being looked at, my information 
is that the estimates of savings from this measure have been dras- 
tically reduced by the Government Accounting Office, because they 
have fully understood now what this would really do. 

Mr. Buttereield. So the cost of raising it by 2 years is insignifi- 
cant in the scheme of things? 

Mr. ScHNEiDEWiND. Well, it has turned out to be a lot. The sav- 
ings have turned out to be almost nonexistent when you look at 
Medicare, the private insurance market now, the ACA, and the fact 
that rather than eliminating costs, you are simply shifting the cost 
to different forms of insurance. So our information is that, yes, in- 
deed, the estimates of the overall savings have shrunk drastically. 

Mr. Butterfield. And that is the position of AARP? 
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Mr. ScHNEiDEWiND. Yes, that we oppose the raising of the Medi- 
care eligibility rate, because it would make Medicare on average 
more expensive, because the risk pool is now older. It would shift 
costs to the current employers, government, businesses, and others, 
make their plight worse. And because of that, we don’t see net sav- 
ings, we just see shifting in cost. 

Mr. Butterfield. Thank you. Sir. 

I yield back, Mr. Chairman. 

Mr. Guthrie. Thank you. Gentleman yields back. 

Recognizes Ms. Brooks from Indiana. 

Mrs. Brooks. Thank you, Mr. Chairman. 

This is to Mr. Umbdenstock. Did I get your name right? 

Dr. Umbdenstock. Yes. Thank you. 

Mrs. Brooks. Each year, and in my district of northern Indian- 
apolis into the north, I hear from hospitals all the time, they dedi- 
cate so many resources and so many dollars to avoid the uninten- 
tional technical violations of the Stark Act. And it seems to me that 
these paperwork-type of violations, which often come from often 
minor violations, result in the hospital paying millions of dollars in 
Stark Law penalties. 

And I was a cosponsor in the last Congress of the Boustany-Kind, 
the Stark Simplification Act, that would limit the penalty a hos- 
pital can pay, can suffer for committing a technical violation, create 
an expedited process with CMS. But I think, more importantly, in- 
dustry officials have produced reports showing they could generate 
a billion dollars in new revenue if this type of law were to be 
passed. Not a savings, but in fact revenue. 

Can you please comment on whether or not you agree with this? 
Does the AHA support the Stark Administrative Simplification Act 
in the last Congress, and do you believe that it will actually gen- 
erate new revenue? 

Dr. Umbdenstock. Thank you very much for the question. And 
absolutely we are supportive and we appreciate your support of 
that bill. You are exactly right that hospitals are being tied up end- 
lessly for situations that were unintentional, technical in nature, 
and had no adverse impact on the program or the beneficiaries. So 
we really want to see that type of relief instituted. 

I have to say that I am not familiar, I am sorry, with studies 
that would show how this would increase revenue to the govern- 
ment. Maybe you could help me. 

Mrs. Brooks. If this bill were to be reintroduced, is AHA going 
to be supportive of Stark simplification? 

Dr. Umbdenstock. Indeed. Indeed. Yes. Thank you. 

Mrs. Brooks. And do you think it at least could be and maybe 
should be part of the discussion about a pay-for for SGR repeal? 
And how could they be connected? 

Dr. Umbdenstock. Certainly, if it would produce savings and 
simplify the work experience, the overhead costs, the unnecessary 
costs of compliance to the hospital field, we would definitely see 
that as a plus. 

Mrs. Brooks. To Dr. McAneny, I have appreciated the way in 
which you have given us some very concrete examples of how your 
patients are impacted, and I again want to also commend Dr. Bur- 
gess for his leadership on this issue. 
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Can you share with us a few more examples of how this hill 
would have the potential to help increase the quality and the serv- 
ices, delivery of care, to seniors and the disabled? How can we do 
a better job articulating to the general public how fixing the SGR 
will actually improve quality and delivery of care? You mentioned 
things of uncertainty in physicians’ practices, but can we talk a lit- 
tle bit more specifically with respect to quality of care for patients? 

Dr. McAneny. Certainly, and I very much appreciate that ques- 
tion. 

Right now there is a limited amount of money in any physician 
practice that we can spend on improving what we do, and all of 
that money is currently getting diverted now into trying to comply 
with Meaningful Use, trying to comply with PQRS, filling out all 
of the various insurance company requirements for quality meas- 
ures, often quality measures that are not applicable to our specific 
specialty. And this bill, I think, is a good vehicle to do that, to con- 
solidate that. We could then take that amount of money and start 
to look at alternative payment programs. 

So to get very specific, in our practice and in the six other prac- 
tices across the United States that are participating with us in cre- 
ating the oncology medical home, what we have done is spend a lot 
more of those resources on teaching patients how to use the sys- 
tem, how to get help from us when they need it, what do they need, 
having pharmacy techs who can call up and re-explain what is 
going on with their medications, having nurses on the phone an- 
swering questions, having same-day visits and same-day appoint- 
ments so that patients seek care at a lower cost side of service by 
physicians who know them rather than going to the emergency de- 
partment who is set up to deal with car accidents and heart at- 
tacks and not really cancer patients. 

So the point is that many physicians in various specialties have 
the ability to really designate things that will make a difference in 
their individual practice if we weren’t busy trying to use all our 
time, money, and resources on complying with these other entities. 

Mrs. Brooks. Thank you. 

And thank you all for saving lives. Appreciate it. 

Mr. Guthrie. Gentlelady’s time has expired. 

We recognize Mr. Cardenas of California. 

Mr. Cardenas. Thank you very much, Mr. Chairman. 

I have a question for Mr. Schneidewind. Some proposals suggest 
one option for raising more money for Medicare is additional in- 
come relating to the Medicare Part B premium. Aren’t Medicare 
premiums already income related? 

Mr. Schneidewind. Well, yes, they are. In fact, they span, they 
are multiplied almost three times from the basic level if you are 
at the upper-income level of about $213,000. So that the truth of 
the matter is they are heavily income related, and we fear that if 
they are increased too much more people who are paying that may 
find other forms of insurance attractive and leave the Medicare 
pool. And that is a problem because studies have found that the 
upper-income group tends to be more healthy, and, frankly, they 
are making a contribution to Medicare economics, and if they leave 
the plan will be disadvantaged. 
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I guess the other thing is that proposals in terms of income relat- 
ing are reaching down into levels of income that are hardly 
wealthy. I mean, IRS thinks that $400,000 of income is wealthy, 
and yet some of these proposals would reach down to people mak- 
ing $50,000, $40,000, and that is not wealthy. 

Mr. Cardenas. No, I would say it is not. It doesn’t matter what 
part of the country you are in. 

Part of your response referred to the income averaging of a pro- 
gram. In other words, how revenue comes in and where do you get 
that revenue, et cetera. And if certain components are actually 
pushed out of the system or are encouraged to leave the system, 
then that would cause some kind of imbalance to the entire system, 
correct? 

Mr. ScHNEiDEWiND. Right. If you push out of the system people, 
number one, who are paying the most, by a factor of 3 right now, 
number two, tend to be healthier than average so they impose less 
cost on the system, what you have done is deal a blow to both the 
revenue and the cost adversely. You are raising costs and you are 
decreasing revenue. So we think that really at this point the in- 
come-relating features have gone about far enough, and if they go 
further, they will produce those undesirable effects. 

Mr. Cardenas. Now, on one side you referred to plan premium. 
In other words, how much somebodyis paying to have that plan in 
effect for them and/or their family. Yet at the same time, when 
somebodyis looking at a premium it doesn’t necessarily mean that 
they are comparing apples to apples when it comes to what benefits 
they are getting for that other plan, correct? 

Mr. SCHNEIDEWIND. Well, you mean 

Mr. Cardenas. I mean, it is not inherent. For example, if some- 
body is paying X amount premium for coverage with Plan A, and 
then all of a sudden they are just looking at the premium mainly 
and they say, well, this premium is $10 less a month, I am going 
to go that, it doesn’t necessarily mean that the person is getting 
equal coverage for less money. It could be that they are actually 
going to something that they don’t realize until later, maybe after 
being it for a year or two or what have you and saying, wait a 
minute, I am talking to my friend Edna who lives next door, she 
stayed on Medicare, I went to this other plan, and she, as it plays 
out, I might be saving a few bucks a month, but at the same time 
the overall plan, she is actually getting more benefit. 

Mr. SCHNEIDEWIND. That is correct. And I think AARP very 
strongly believes that it pays to be a smart shopper, that what we 
have seen is that there is a rapid annual shift in premiums, even 
the same plan. So we advise our members and try to help them 
seek out the most advantageous plans and compare apples to ap- 
ples, as you have said. 

Mr. Cardenas. Well, I think it is important for us to understand 
that, especially the lower-income Americans, what have you, al- 
though they might be very smart or what have you, but might be 
making decisions without being very well informed. Yet at the 
same time when it comes to the plan layout as it is today, there 
was a lot of thought and calculus going into that already, correct? 
At least on the end of putting these plans out there. 
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Mr. ScHNEiDEWiND. Well, sticking just to Medicare, of course, 
you know, that is a uniform benefit, although there are chances to 
go to Medicare Advantage. You have that choice. If you go to a tra- 
ditional Medicare there are certainly a lot of supplements out 
there. Customers have proven very capable of choosing among 
those. And as I said, AARP certainly has tried to make and help 
our members be wise purchasers. 

Mr. Cardenas. Yeah. I would like to commend AARP, because 
when they showed me how involved they were in this new para- 
digm shift, that they were actually one of the best Web sites I had 
seen out there, and they were doing it on their own volition. And 
I think it not only educated seniors, but it educated family mem- 
bers beyond that. I know that when my parents were around, us 
kids always got involved in these decision processes. So it was a 
learning experience not only for them every time we did that, but 
it was something we took with us. And now that I have my own 
family, I am glad that that opportunity took place. 

Thank you very much, Mr. Chairman. I yield back my time. 

Mr. Guthrie. Thank you. The gentleman’s time has expired. 

The chair recognizes Mr. Collins from New York. 

Mr. Collins. Thank you, Mr. Chairman. If we could ask the wit- 
nesses to kind of speak right into the microphone to hear you. I 
mean, it is almost impossible. 

First of all, my question is going to be directed at Dr. McAneny 
and Mr. Umbdenstock. But first I want to thank Mr. Schneidewind 
for your comment on the age 67 cost shifting. It is a very poignant 
point. 

Mr. Guthrie. Mr. Collins, is your microphone on? I request that 
you speak into the microphone. 

Mr. Collins. I am speaking into it, but it wasn’t on. I guess Ms. 
Brooks turned it off. 

But I also have a request. Can you take my wife’s name off your 
mailing list? She doesn’t want to be reminded she is 50 years old. 
So if you could do that, I would appreciate it. 

Mr. Schneidewind. I will do my best. 

Mr. Collins. My comment really is on the defensive medicine 
side and the need for medical insurance liability reform, which the 
CBO says could pay for half of this SGR fix, but also save a lot of 
money in other areas beyond Medicare. 

If I could ask. Dr. McAneny, maybe spend 2 minutes on that or 
a little less, and then shift it over to Mr. Umbdenstock, how the 
defensive medicine piece plays in. And I have heard numbers it can 
be as much as 20 percent of our medical costs, running tests and 
the like that really aren’t necessary. But defensive medicine 
against lawsuits. 

Dr. O’Shea. Dr. O’Shea will answer your question. 

I come from California. In California we have MICRA. MICRA is 
a gift. MICRA is a gift to physicians. MICRA contains our medical 
malpractice insurance. I always tell my patients I am glad that I 
have medical malpractice, I am human, if I make a mistake, I real- 
ly want you to be able to garner the best benefits for it. But that 
doesn’t mean outrageous fees for the pain and suffering that mostly 
don’t go to the patient either. 
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When you have contained costs this way, it lowers the overhead. 
And private practitioners will tell you we live on a margin. I know 
some of my OB-GYN colleagues, including my husband who is an 
OB-GYN, can work 4 to 5 months out of the year just to pay for 
their medical malpractice. Where does that leave a private practice 
to do any kind of innovation, to do any other kind of cost savings 
in their medical home, develop other systems to try and innovate 
for their patients, when you are your own practice? Medical mal- 
practice is a big issue that is not going to go away. We do want 
to have it, but we want to have it where it actually benefits the 
patient and maybe not someone else. 

Dr. Umbdenstock. Thank you, sir, for the question, and I would 
agree with the sentiments just expressed. Yes, it is a big issue. Our 
costs in that area continue to rise. But as you point out, it does en- 
courage defensive medicine. That only exposes patients to more 
interventions, for more potential for things to go sideways or not 
well. The estimates I have heard are similar to what you say, about 
20 percent, one in five decisions some physicians tell me. 

I think we need to think about a more expeditious approach, to 
Dr. O’Shea’s last comment, that really does help the aggrieved pa- 
tient quicker, more simply, more respectfully, something that en- 
courages the practitioner and provider organization to come for- 
ward and acknowledge if something has gone wrong, an open apol- 
ogy to the family, work together, but look for more of an adminis- 
trative approach, and the AHA can provide ideas on how to do that. 

Mr. Collins. Thank you. 

One last word, then, from Mr. McAneny. 

Dr. McAneny. Yes. Thank you very much. 

TheAMA has extensive policy on the effects of professional liabil- 
ity on the ability to deliver care. It is at best a diversion from the 
things that we want to be able to do. 

If we were able to, again, redirect all of the efforts that are made 
towards triple checking and quadruple checking ourselves by get- 
ting more and more testing in order to be able to cover ourselves 
I think we would be able to divert a lot of that money into things 
that would be better care for patients. So the AMA is happy to 
work with the committee on trying to look at what the effects of 
professional liability reform would te. 

Mr. Collins. Real quickly, we have 30 seconds, could I just ask 
each of you, do you agree that the need for medical malpractice re- 
form is right at the top of the list? 

Dr. Umbdenstock. Yes. 

Dr. McAneny. Yes. 

Mr. Miller. Absolutely. 

Dr. Speir. Yes. 

Mr. ScHNEiDEWiND. I am not sure that that would be at the top 
of our list. 

Mr. Collins. But it is important. 

Mr. ScHNEiDEWiND. It may be important. I haven’t prepared a 
detailed answer on that, but we will look at it. 

Mr. Collins. Yeah. Very good. Thank you all very much for your 
participation. 

Yield back, Mr. Chairman, 5 seconds. 
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Mr. Guthrie. Thank you. I appreciate the gentleman for yielding 
back. 

The ranking member of the full committee is recognized for 5 
minutes. 

Mr. Pallone. I am sorry, Mr. Chairman, I didn’t realize who you 
were talking about. But that is okay. I guess it takes a while. 

I wanted to ask Mr. Schneidewind, hope I am pronouncing it 
properly, I am concerned that some would tie the SGR to other poi- 
son pills that would cut access to care or increase costs on bene- 
ficiaries. And seniors already bear significant out-of-pocket costs in 
Medicare, and most are living on very modest incomes. In fact, half 
of all Medicare beneficiaries have incomes below $23,500. You have 
heard that figure. 

Can you talk a little about a typical income of Medicare bene- 
ficiaries and the out-of-pocket costs, you know, premiums, 
deductibles, other cost-sharing burdens that beneficiaries already 
bear as a share of their income. 

Mr. Schneidewind. First of all, the $23,500 income and 17 per- 
cent of that income is spent on medical care, that is $4,000 out of 
$23,500. I mean, that is huge already. It represents about 25 per- 
cent of the average Social Security benefit that these people get. 
Once again, huge amounts. 

Now, these people already pay a Part B premium of about $105 
roughly per month, and then on top of that they pay their 
deductibles and copays, and some of them may end up buying, if 
they have standard or traditional Medicare, may end up buying 
supplemental coverage as well. 

So you can see that not only in percentage of income, but they 
have seen increases. They fully participate, for instance, every time 
Medicare Part B premiums go up, as they do and as they have, the 
people who buy that coverage are participating in paying for those 
increases. 

So we believe that the burden on, particularly, lower-income peo- 
ple, but all people, is very significant, and AARP really believes 
that, if there are savings to be made, if there are offsets to be 
made, that we need to look at economies and prescription drugs in 
terms of payment reforms, such as are contained in this legislation, 
and other things, such as competitive bidding for durable medical 
equipment and things like that. 

Mr. Pallone. And then, I mean yeah. I am kind of putting 

words into your mouth. 

But when costs are too high, I assume a lot of beneficiaries in 
some cases just forego care. And do you want to just talk about the 
consequences of that briefly. 

Mr. Schneidewind. Yes. You know, that is a particular concern 
of ours when discussion is had about increasing co-pays or 
deductibles. 

The downside of that is that people then are reluctant to go in 
and see their healthcare provider, whether it is a hospital or a doc- 
tor, and they may not get the care they need. 

And then, of course, down the road, it may be that they have a 
condition that worsens drastically for lack of a modest amount of 
care and then becomes a burden on the entire system. 
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So we really believe that many of the proposals to increase 
deductibles and co-pays will produce higher costs for the system 
and have adverse consequences. We don’t believe it is good for pro- 
viders, the public, or the recipient. 

Mr. Pallone. ok. Thank you. 

Dr. O’Shea, I believe that ensuring appropriate access to primary 
care is critical to improving our healthcare system, and one of the 
goals behind the ACA was moving our system to one of prevention 
so that we are not always treating sickness because of the cost, in 
part. 

And, as you know, one of the provisions in the ACA was increas- 
ing payments for Medicaid primary care doctors to Medicare rates. 
Obviously, I think that is a good thing. 

And I guess let me just skip some of this and ask you the two 

questions because we are running out of time. 

One, does the AOA support extending the primary care increase 
in Medicaid? And can you talk about what effect this bump has had 
across the country. And do you believe it is an effective way to ad- 
dress access? 

Dr. O’Shea. Can I say yes? 

Mr. Pallone. OK. 

Dr. O’Shea. No. Sir, the access to primary care is so necessary 
when you are actually talking about this mostly chronically ill. 
Why are in California, we call it Medi-Cal. 

Why a lot of times are they actually at this level? It is not just 
income. They have already had acute and then chronically ill pa- 
tients that can’t work, can’t, you know, economically have their 
own ways to have higher care. 

Yes. The bump has helped, especially in California, because there 
was a 10 percent cut not too many years ago where, you know, if 
you are not in a larger system, it is hard for smaller primary cares 
to actually accept those lower-paid patients. You know, they will 
pay us at something like 20 to 22 cents on the dollar for what other 
insurance will. 

So, yes, you have the most needy population that then would cost 
the most for the hospital systems because that is where they are 
headed if they don’t get the primary intervention earlier. That 
small boost has been made. 

So primary care that has an efficient system can actually help 
those patients and it has been able to access more of those patients 
and provide care for them. 

Mr. Pallone. Thank you. 

Thank you, Mr. Chairman. 

Mr. Guthrie [presiding]. Thank you. 

The ranking member Mr. Pallone from New Jersey’s time has ex- 
pired. 

And I will recognize Mr. Long from Missouri. 

Mr. Long. Thank you, Mr. Chairman. 

And thank you all for being here today. 

Yesterday the subcommittee heard from policy experts with expe- 
rience in building bipartisan consensus on Medicare reforms. 

And when they were asked about whether further study of var- 
ious options was needed, their view was that Congress has enough 
information already, we are kind of talking the thing to death, and 
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now is the time for Members to sit down and agree to a package 
of offsets to make SGR history. 

So I want to start with Mr. Umbdenstock. Is that it? 

Mr. Umbdenstock. Yes, it is. 

Mr. Long. Something like that. 

Mr. Umbdenstock. Thank you. 

Mr. Long. I knew I would call you “Byalistock” or something. 

But just a yes or no. I will start right there and go right down 
the line. Just a simple yes or no answer will suffice. And I want 
to hear briefly from each of you. 

Do you believe now is the time for Members to sit down on a bi- 
partisan basis and agree to bipartisan offsets on SGR reform? Yes 
or no. 

Mr. Umbdenstock. Yes, sir. And we have put some suggestions 
in our testimony. So we would be happy to talk to you about those. 

Dr. O’Shea. Emphatically yes, sir. 

Dr. Speir. Yes. And, in part, your second question, if not now, 
when? 

Mr. Miller. Yes, sir. 

Dr. McAneny. Yes. We very much would appreciate you doing 
that. We have got such good policy that has come out of this com- 
mittee. If we can push it over the line, we can get on with other 
changes we need to make. So, yes, please. 

Mr. ScHNEiDEWiND. Yes, Congressman. We have a list of offsets 
that we have offered to help that process. 

Mr. Long. Unanimous. I like that. 

Because like I in Washington, sometimes we can get in the 

habit of talking things to death. And everyone wants to do some- 
thing in a bipartisan fashion and the public wants to see that. Our 
constituents are always asking, “Why can’t you do something in a 
bipartisan fashion?” And I think the time is now. 

Mr. Umbdenstock, I realize that forging consensus within an in- 
dustry trade association such as yours on changes to Medicare can 
be very challenging. However, the Hospital Association, as you 
know, has endorsed roughly $2 trillion in potential offsets for Con- 
gress to consider. 

Given your success in getting your members around these offsets, 
do you have any insights you can offer in working to build coopera- 
tion and consensus with others in the provider community and the 
Members of Congress? 

Mr. Umbdenstock. Just a couple of quick comments, sir. 

One would be that every thought we have about this has to be 
put up against the prospect of a 21 percent cut to physicians, with 

physicians probably backing many of them backing out of the 

program and causing huge access problems for Medicare bene- 
ficiaries. Everything has to be seen in that light. 

Number two, hospitals have already consumed absorbed $121 

billion in cuts, and we don’t believe that we should be asked yet 
again to make sacrifice in that sense. 

We need to see shared responsibility here. All of us need to con- 
tribute to the solution to this problem, and that is behind the paper 
that is appended to our testimony that went through about 500 dif- 
ferent members in our group to put that together. 



205 


Mr. Long. Do you think that we might suffer from a physician 
shortage if these cuts continue? 

Mr. Umbdenstock. Well, I think we already do. And we are sup- 
portive of lifting the caps on graduate medical education positions. 

That is going to be a long-term solution. We need other solutions 
in the meantime. But certainly it is going to encourage some physi- 
cians to think second and third about continuing the program or 
even retiring. 

Mr. Long. That is exactly what I faced with my personal doctor. 
And a lot of people I know, doctors have retired. Most doctors I 
talked to are looking for a way out. And with my daughter just 
about to graduate medical school, I know that this doctor shortage 
is coming. 

So, anyway, thank you all once again for your testimony. 

With that, I yield back 60 seconds. 

Mr. Guthrie. I appreciate the gentleman for yielding back. 

The chair recognizes Mr. Bilirakis of Florida. 

Mr. Bilirakis. Thank you, Mr. Chairman. I appreciate it very 
much. 

First question is for Mr. Richard Umbdenstock. I hope I pro- 
nounced it all right. 

Mr. Umbdenstock. Yes, sir. 

Mr. Bilirakis. In your testimony, you noted that traditional 
Medicare does not have an annual out-of-pocket maximum pay- 
ment cap to protect seniors from financial hardship or bankruptcy 
in the event of a major illness. 

Yesterday, as part of my questioning. Senator Lieberman talked 

about how important a maximum out-of-pocket protection how 

important that is and how this is the reason most Americans buy 
health insurance. Makes sense. Unfortunately, traditional Medicare 
does not offer seniors this peace of mind. 

Can you talk more about how this reform could lower Medicare 
spending and help seniors at the same time. 

Mr. Umbdenstock. Yes. Thank you very much. 

One overall comment: I think we need to think about the fact 
that structural changes are one thing and where you set the dollar 
limits of responsibility are another thing. 

If we just talk about dollar limits and impact without talking 
about structure and opportunities for change, I think we miss a lot 
of the important part of the conversation. 

As you point out, we may focus heavily on premiums, but if we 
don’t focus on total costs and total financial responsibility, we miss 
the bigger picture. 

So, yes, we would be in favor, as we talk about the A and B con- 
struction or other structural changes, of seeing how we can maybe 
up the financial responsibility on some people proper protec- 
tions for those at low-income level, phase it in over time do it 

right, but at the same time think about things that currently don’t 
exist in the program, such as a cap. And that would be in a cat- 

astrophic sense, that would be really important to do. 

Mr. Bilirakis. Thank you so much. 

Again, for you, sir, according to the CBO, Medicare spending will 
continue to climb over the coming decade, totaling more than $1 
trillion in 2024. 
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One of my worries is that, as Medicare costs grow and consume 
more general revenue dollars, it will crowd out other domestic dis- 
cretionary priorities, such as NIH research and, of course, the VA 
health care, which I care about deeply. 

What Medicare reforms do you think could he adopted with the 
SGR that would help curb Medicare spending the most? 

Mr. Umbdenstock. Well, as was pointed out by the gentleman 
just a minute ago, we have put forth several suggestions in our tes- 
timony. 

We have also looked across all of the items that have been scored 
by CBO in the healthcare space and have offered that up on our 
Web site as a longer list of possibilities. 

I think we would have to talk about what changes and in com- 
bination with what other changes rather than any one major bul- 
let, so to speak. May be a bad choice of term. Pardon me. But the 
ones that we put forth in our testimony are ones that we think 
hold great promise and should be examined. 

Mr. Bilirakis. OK. I would like to maybe mention one again for 
you, Mr. Umbdenstock. 

According to the Social Security Administration data, there are 
thousands of seniors with annual incomes of more than a million 
dollars. 

In your testimony, you address the issue of premiums and men- 
tion the Government subsidizes the premiums for everyone, includ- 
ing millionaires. You also mention that the American Hospital As- 
sociation supports increasing income-related premiums. 

Can you talk about why you think it is reasonable to charge 
them more. 

Mr. Umbdenstock. Well, I think each of us has to share in this 
responsibility individually as well as organizationally. So that is 
the first principle. 

Secondly, we do want to see protections continue for those of low 
income and low means for sure. It doesn’t help us at all to charge 
something to somebody that they can’t afford. 

That just increases administrat it certainly increases the neg- 

ative experience for the patient. It increases our administrative 
costs. It increases our bad debt. 

We have had debates with Congress over the level of our bad 
debt reimbursement. So it doesn’t solve any problem for us. 

But where somebody can afford it and where we can do it more 
efficiently with the right protections for those who can’t, I think we 
should. 

Mr. Bilirakis. Very good. 

Thank you, Mr. Chairman. I will yield back my 29 seconds. 
Thank you. 

Mr. Guthrie. Thank you. 

The gentleman yields back his time. 

Mr. Bucshon of Indiana is recognized for 5 minutes. 

Mr. Bucshon. Thank you, Mr. Chairman. 

And many of you know I was a practicing cardiovascular and 
thoracic surgeon for 15 years prior to coming here. And this is one 
of the issues that got me to come here because I have a big con- 
cern, as we all do, basically, at the end of day, about our patient. 
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And that is what this is all about. Everything we discuss today 
needs to he framed in the context of how we can better take care 
of patients, and I think that is what I try to do. 

I have supported outside pay-fors pay-fors outside of the 

healthcare sector to try to address the SGR historically. And, by 
the way, I did submit all of my cases to the STS database. 

And I think the STS database is really on the forefront of quality 
analysis and it does definitely, I can tell you from personal experi- 
ence, direct where you practice your how you practice your med- 

icine. 

I always compared myself to my peers and saw how things were 
going and tried to do everything I could to improve the quality of 
the care that I offered. 

The other thing is, briefly, when you also in addition to the 

SGR, we clearly need to address overall healthcare costs. One of 
the ways to help Medicare, of course, is to have the cost of 
healthcare come down. 

And we need more, I think, as the STS database attests, quality 
information as well as price transparency for the consumer, which 
is a huge problem, in my estimation, as well as tort reform, which 
has been discussed. And there is a laundry list of other things that 
can help us get the overall cost of healthcare down. 

Dr. McAneny, I am going to ask you about the AARP, as well 

as the AHA, have submitted ideas on the pay-fors for SGR. And, 
historically, the AMA has supported repealing the SGR without 

pay-fors. We could use your we can really use your help 

your organization’s help in offering pay-fors. 

Can the AMA offer some substantial possible pay-fors for us to 
look at to help us repeal the SGR? 

Dr. McAneny. Thank you very much for that question. 

It is a very difficult one because, within the healthcare sector, so 
many people are struggling now just to keep their doors open to 
their patients that for us from within the healthcare sector to real- 
ly come up with a specific pay-for may not be as useful until there 
are some guidelines set up by Congress on what are the rules of 
this particular budgetary process, how do we fit those things within 
that. 

I think the AMA stands ready to assist and help by weighing in 
on any given suggestions, but I think we are very uneasy and feel 
that we don’t really have the ability to give you specific pay-fors. 
The devil in this is all very much in the details. So 

Mr. Bucshon. The reason I say that is because 1 think it is 

important that you really seriously consider offering some options. 

And the reason I say that is because, in the public’s mind 

okay? the support of the AMA on an issue, for better or for 

worse, is often used as an up-or-down on something related to 
healthcare. And you know this as well as I do. 

Dr. McAneny. Right. 

Mr. Bucshon. Because, if the AMA, for example, offered pay- 
fors, you know, around the country when this discussion comes up, 
it will list in there, “And the AMA supported this.” 

If the AMA is not there and the AMA doesn’t comment, then it 
is going to say, “Well, we asked the AMA and they didn’t respond 
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to our request” and so it appears that the AMA may not be sup- 
porting. 

You understand what I am saying? 

Dr. McAneny. [Nonverbal response.] 

Mr. Bucshon. And what it is used for is it is used politically. It 

is political. It is a political way to if something is not tenable 

to certain groups, to use the AMA’s up-or-down support on an issue 
as the reason for why it is not happening. 

And so I would just implore you to really reconsider that ^you 

know, the AMA reconsider and maybe help us rather than waiting, 
you know, for other options and then coming out and saying, “Well, 
up or down, we disagree” or “we agree.” 

I mean, I think, in all of our lives right? if you are going 

to offer an opinion at the end, then you should be part of the 

offering solutions on the front side. 

Because, in fairness, I think, you know, whether it is within your 
own family or whether it is to solve this problem, if you are just 
going to wait and be a critic and not offer solutions yourself, to me, 
that is not very helpful. 

So with the remaining 18 seconds, just please reconsider and try 
to really help us. You can help us with this problem with offering 
solutions. 

Mr. Chairman, I yield back. 

Mr. Guthrie. Thank you. 

The gentleman yields back. 

Mr. Griffith of Virginia is recognized for 5 minutes. 

Mr. Griffith. Thank you, Mr. Chairman. I appreciate it. 

Let me touch on tort reform, medical malpractice, just briefly. 

I heard the testimony about California’s plan. Works great for 
California. But we have had some bills in the past that wanted to 
take the California model and apply it nationally. 

One of the problems I have with that, coming from Virginia, is 
that California has a comparative negligence model in their en- 
tire all of their torts, not just medical malpractice. 

Virginia is not a comparative negligence state. It is a contribu- 
tory negligence state. So if you adopt the California model it is 

one of the things we have to be careful for in Congress. If we adopt 
the California model and apply it statewide, we completely reverse 
400 years of Virginia law. 

There are ways to have tort reform without making it one-size- 
fits-all from Washington, and I think that is probably what most 
people would want us to do. So we just have to be careful. 

So if occasionally you see people talking about tort reform and 
then something happens on the way from here to the floor, you un- 
derstand why that might occur. 

But you would agree that tort reform and I will ask the 

gentlelady the question from California. 

You would agree that tort reform is something that would be 
helpful in this process as long as we make sure we are not tram- 
pling over the general laws of the State? 

Dr. O’Shea. I totally agree. And I can say, being a practicing 
physician in California, our Practice Act had been opened. And so 
it might be analogous to that, that you always have to that the 
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Pandora can jump in and many Pandoras jump back in again, out 
and in. 

But if it is an access to patient care, if it is not abling especially 

specialists or even primary care if they want to treat indigents, 

if they want to treat others, you are lowering their ability to have 
their own funds that they need, that they have to generate some 
way. So there is another way. Is it coming from or is it going out 
of? 

So I would totally agree that we have to be sensitive to each 
State, but limiting malpractice is something that needs to be done. 

Mr. Griffith. And I would hope that the other respective States 
would do what California has done, what Virginia has done, what 
Texas has done now. And each State has their own model. 

In Virginia, they have done a great job. And I can’t take any 
credit for it, although I served there. But the doctors and the trial 
lawyers got together and came up with caps. 

And sometimes they argue about it, but they come to the legisla- 
ture generally with a plan of what we want to do, does the cap 
need to be raised, does this need to be changed, et cetera. 

And they have worked together as opposed to getting into pitched 
wars, which makes it a lot easier on legislators to figure out, “OK. 
If they are in agreement and they can both live with it, then it is 
probably makes pretty good sense.” And I would encourage the 
other States to do that as well. 

Let me ask Mr. Schneidewind this. Last May the Office of the 
Actuary at CMS said that Medicare’s hospital insurance trust fund 
could be insolvent as soon as 2021 or as late as 2030. Under cur- 
rent law, there is no ability for the program then to pay claims on 
behalf of seniors. 

Given these empirical facts, do you acknowledge that, if left 
unaddressed. Medicare’s coming insolvency could present an access 
problem for seniors on Medicare? It is an easy answer. 

Mr. Schneidewind. Well, if it doesn’t have the funds to pay 
claims, it would certainly have an impact on seniors. 

Mr. Griffith. Absolutely. 

On another policy issue both for you and the AMA, the Presi- 
dent’s 2015 budget to Congress includes a proposal that would 

apply or included a proposal that would apply a $25 increase to 

the Part B deductible in 2018, 2020 and 2022, respectively for new 
beneficiaries. Beginning in 2018, current beneficiaries or near-retir- 
ees would not be subject to the revised deductible. 

Has your organization taken a position on this policy? And, if so, 
what is it? 

Mr. Schneidewind. Yes. We have taken a position in opposition 
to that proposal. 

And we have said before the burden of medical costs on our 
members is significant. Half of them have an income of less than 

$23,500 a year and they pay on average, that group pays $4,000 

for medical costs. Also, as Medicare premiums. Part B, are raised, 
they pay those increases. 

So imposing yet another deductible increase or expense on this 
group is really, we think, unaffordable, and we think there are far 
better ways to restrain costs in healthcare, in general, and in the 



210 


Medicare program, in particular, than raising premiums or 
deductibles. 

Mr. Griffith. And Dr. McAneny. 

Dr. McAneny. Thank you for the question. 

We don’t have any immediate policy on the President’s budget 
proposal that we just heard on the State of the Union very, very 
recently, but we do have policy that we want to help consumers 
pay our patients to spend wisely and make wise choices. 

Many of our specialty societies have adopted programs that we 
work with on choosing wisely to use those procedures that are help- 
ful and not use the ones that are not needed or could be avoided. 

There is literature that deductibles and co-pays can both de- 
crease access to useful care as well as unuseful care. So we think 
that this is going to be a more complicated issue. We will be happy 
to get back to you on that and work our way through that. 

Mr. Griffith. I appreciate that very much. Appreciate your testi- 
mony. 

And I yield back. 

Mr. Guthrie. Thank you. The gentleman’s time has expired. 

All Members seeking recognition have been recognized. And I 
want to remind Members that they have 10 business days to sub- 
mit questions for the record. 

And I ask the witnesses to respond to the questions promptly. 

Members should submit their questions by the close of business 
on Thursday, February the 5th. 

Without objection, the subcommittee is adjourned. 

[Whereupon, at 12:34 p.m., the subcommittee was adjourned.] 

[Material submitted for inclusion in the record follows:] 
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Introduction 

This statement is submitted to the House Energy and Commerce’s Subcommittee on Health on 
behalf of the 115,900 members of the American Academy of Family Physicians (AAFP) for the 
January 21 hearing titled, A Permanent Solution to the SGR: The Time is Now. 

Since 2003, Congress has enacted 17 short-term fixes to address the flawed Medicare 
Sustainable Growth Rate (SGR) formula. The temporary patches, or "doc fixes," have cost more 
than $160 billion during that time. While the AAFP is pleased Congress approved these short- 
term patches, it is unfortunate that the US'" and previous Congresses failed to enact a long- 
term SGR repeal-and-replace bill. 

The AAFP appreciates the Subcommittee's robust health care agenda and current efforts to 
address SGR reform. We view this goal as a top legislative priority and stand prepared to work 
with Members of the Subcommittee to enact legislation this session that builds on the bipartisan, 
bicameral agreement. As the Subcommittee moves forward, the AAFP offers you our key health 
care principles and legislative priorities within the context of Medicare payment reform. 

Health Care Principles 

A Strong Primary-Care System 

Primary care is the foundation of an efficient health care system. Efforts to enact federal health 
program reforms should increase access to primary care and ensure that the nation's system for 
providing these services is strong. Primary care is comprehensive, first contact, whole person, 
continuing care. It is not limited to a single disease or condition, and can be accessed in a 
variety of settings.'' Primary care (family medicine, general internal medicine and general 
pediatrics) is provided and managed by a personal physician, based on a strong physician- 
patient relationship, and requires communication and coordination with other health 
professionals and medical specialists.^ 

Research shows that preventive care, care coordination for the chronically ill, and continuity of 
care - all hallmarks of primary care medicine - can achieve better health outcomes and cost 
savings.'* The benefits also translate into healthier communities." Published studies have 
demonstrated the positive impact of primary care on a variety of health outcomes, including 
decreased mortality from cancer, heart disease, stroke, and all causes combined.® Primary care 
clinician capacity is also associated with fewer low birth weight infants, increased life 
expectancy, and improved self-rated health. An increase of one primary care physician per 

10.000 people was associated with an average mortality reduction of 5.3 percent, or 49 per 

100.000 per year.® In addition, high quality care is necessary to achieve the triple aim of 
improving population health, enhancing the patient experience and lowering costs.^ 
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Therefore, it is in the national interest to support a strong and efficient primary care system. This 
is especially true for the treatment of America’s aging population, which represent a large 
majority of the Medicare population. According to a recent Kaiser Family Foundation report, by 
the year 2050, the number of people 65 years of age and older will nearly double.® This 
population trend is associated with higher forecasted per capita spending for beneficiaries 
between 65 and 85 years of age.® In 2020, Medicare costs are projected to consume 17 
percent of the federal budget, a significant level, but, to date, increased spending has not 
produced a proportionate improvement in the nation’s health.’® In fact, America ranks 37"’ in 
health status compared to other nations.” 

The factors driving Medicare costs are chronic care management and costly fee-for-service 
care. Currently, 82 percent of the Medicare population has at least one chronic condition and 
two-thirds have more than one.’® The high utilization of specialty care combined with its 
reliance on expensive technology results in higher priced medicine - even when treating the 
exact same conditions.’® Successful management of these conditions within primary care 
means patients are healthier; make fewer trips to the hospital and doctors’ offices and utilize 
less expensive medical care. According to a 2004 study commissioned by the Medicare Quality 
Improvement Organization, states with more primary care supply have lower cost per Medicare 
beneficiary. Essentially, primary care access contributes to a stronger and more fiscally sound 
Medicare program. 

Appropriate Physician Payments for Quality and Complex Care Delivery 

The nation’s primary care physicians are committed to the health and well-being of their 
patients, but increasingly they practice medicine under challenging conditions. ’’’ For example, 
the current payment system is unpredictable and does not reflect the value primary care 
provides to the health of Medicare beneficiaries. Instead, it rewards procedures, tests, 
technology and acute care rather than preventive health care, the coordination of care and 
chronic disease management. Payment methodologies need to be re-balanced to establish a 
predictable and equitable payment formula that appropriately compensates physicians for care 
provided. A new payment formula should invest more in primary care as a percent of overall 
total cost of care and is essential to improving the health and health care of Medicare 
beneficiaries and controlling costs. Such an increased investment in primary care payment 
would be significant to reduce the current disparity in payments compared to subspecialty care, 
which contributes to the growing primary physician workforce shortage and the escalation of 
health care costs.’® 

Family physicians, in comparison to other medical specialties, offer a broader range of care, 
inclusive of the care of patients with complex conditions. Primary care physicians provide care 
for a larger number of diagnoses than non-primary care specialists and correspondingly provide 
three times as many distinct physician services. A 2014 report by the Robert Graham Center 
found that on average, primary care physicians report 23 diagnosis codes, while cardiologists, 
for example, report six, Payers and policy makers should recognize this complexity of care. 
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AAFP Legislative Priorities 

Based on the important framework of the bipartisan, bicameral legislation, which proposed 
strengthening primary and more appropriately paying for physicians’ services, the following 
represents the AAFP’s policy priorities. 

Repeal of the Medicare Sustainable Growth Rate (SGR) 

The AAFP strongly supports the immediate repeal of the Medicare sustainable growth rate 
(SGR) formula. Under the SGR, physicians face unpredictable payments into the foreseeable 
future even while their practice costs continue to increase. According to the government’s own 
calculations, the Medicare payment rate for physician services has for several years not kept 
pace with the cost of operating a small business that delivers medical care. This system of non- 
aligned incentives, especially fee-for-service alone, rewards individual physicians for ordering 
more tests and performing more procedures - for volume over value. The system lacks 
incentives for physicians to coordinate those tests and procedures, or patient health care 
generally, or to offer preventive and health-maintenance services. This payment method has 
produced expensive, fragmented health care delivery. 

Congress is well aware of the troublesome history of this payment formula, since policy makers 
have had to override the reductions in the physician payment rate mandated by the SGR. These 
perennial reductions threaten the stability of the Medicare program and the access of seniors to 
Medicare benefits. The looming threat of frequent reductions also stifles innovation in care 
delivery and hinders the transformation of primary care practices. Investments in process and 
quality improvement have proven difficult for most physicians under the current unpredictable 
payment structure. The AAFP has long advocated for repeal of the SGR - so the primary care 
delivery system can flourish through innovation unencumbered by a flawed payment structure 
and can provide quality care to patients. 

Stable Payments and Performance Measures 

Stable payment rates and performance measures are important and welcome reforms. The 
changes in the previous legislation would provide physicians with much-needed efficiency and 
predictability. The 2014 legislation would stabilize payment rates permanently by specifying an 
annual update increase of 0.5 percent through 2018 and then freeze the rate until 2023 followed 
by further positive updates in 2024 and thereafter. Under the bipartisan agreement, physicians 
would receive additional payment adjustments in the 2018-2023 period through the Merit-based 
Incentive Payment System (MIPS), a reform of the current fee-for-service system. MIPS is 
based on consolidation of three current performance-based programs: (1) The Physician Quality 
Reporting System (PQRS) that incentivizes physicians to report on quality of care measures; (2) 
The Value-Based Modifier (VBM) that adjusts payment based on quality and resource use; and 
(3) Meaningful Use of Electronic Health Records (EHR MU) that calls for meeting certain 
requirements in the use of certified EHR systems. In short, the real value of the SGR repeal 
legislation from the 113'^ Congress is that it not only eliminates the current SGR formula but 
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most importantly it creates the pathway for moving away from a total reliance on fee-for-service 
payment to alternative payment models which can be supportive of primary care and the 
achievement of the Triple Aim of better care, better health, and lower cost. 

In addition, the AAFP supports the eiimination of penalties associated with the PQRS, VBM and 
EHR MU programs after 2017. Instead, MIPS would assess the performance of those 
physicians billing Medicare who are not in Alternative Payment Models (APM), The assessment 
would be made in four categories; quality; resource use; EHR meaningful use; and clinical 
practice improvement activities. A composite performance score is created from these 
assessments and payments would be adjusted in the subsequent year based on the composite 
score. If approved, reducing the administrative duplications and paperwork burdens within these 
three programs will be an improvement in the health care delivery system. 

Quality-Based Health Care Delivery Reforms 

Care coordination is a key element of primary care. Within the framework plan, physicians who 
have a significant share of their Medicare revenues in an Alternative Payment Model (APM) that 
involves two-sided financial risk and a quality measurement component would receive a 5 
percent bonus each year from 2018 and thereafter. Physicians participating in a qualifying APM 
would be exempt from the reporting and performance thresholds established by the Merit-based 
Incentive Payment System (MIPS). Physicians, who have a significant share of their Medicare 
revenue in a patient-centered medical home model that has been certified as maintaining or 
improving quality, and without increasing costs, are also eligible for the 5 percent bonus in 2018 
and in subsequent years. Most often, these will be family physicians. 

The AAFP strongly recommends that Medicare incorporate the patient-centered medical home 
(PCMH) concept into the program because it has shown to improve not only the quality but also 
the delivery of health care. Currently, 26 percent of AAFP members operate as part of a 
federally-recognized PCMH. An efficient payment system should place greater value on 
cognitive and clinical decision-making skills that result in more effective use of resources and 
that result in better health outcomes. 

Patients, particularly the elderly, who have a usual source of care, like a medical home, are 
healthier and the cost of their care is lower because they use fewer medical resources than 
those who do not. An abundance of evidence shows that even the uninsured benefit from 
having a usual source of care.’^ Individuals with a usual source of care receive more 
appropriate preventive services and more appropriate prescription drugs than those without a 
usual source of care, and do not get their basic primary health care in a costly emergency room, 
for example. In contrast, those without this usual source have more problems getting health 
care and neglect to seek appropriate medical help when it is necessary.''® A more efficient 
payment system would encourage physicians to provide patients with a medical home in which 
a patient’s care is coordinated and expensive duplication of services is prevented. 
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Care Coordination Payments 

The AAFP supports provisions within the bipartisan, bicameral agreement that would create a 
Medicare payment within the fee-for-service system complex chronic care services. The AAFP 
has long urged CMS to pay for care coordination and other cognitive services that play a pivotal 
role in enhancing health care access, improving quality and controlling costs. A care 
coordination payment would compensate eligible physicians for those services generally 
provided outside a traditional face-to-face encounter. The AAFP would support efforts to 
permanently codify the care coordination payment into law with a provision that these services 
not be subject to co-payments or deductibles when they are provided by primary care 
physicians. 

Accurate Valuation of Services 

The AAFP supports redistribution of relative value units (RVU) within the fee schedule to 
achieve accuracy. Under current law, CMS has the authority to adjust the fee schedule. 
Congress has added new authority to adjust misvalued codes, in order to reduce overvalued 
services and increase undervalued services. Congress has since accelerated that process. The 
AAFP supports this process, but only if the savings are retained within the fee schedule. 

Primary Care Incentive Payment 

Currently, the Centers for Medicare and Medicaid Services (CMS) pays primary care 
physicians (defined as those with a specialty designation of family medicine, internal 
medicine, geriatric medicine or pediatric medicine) an additional 10 percent for primary care 
services, defined essentially as evaluation and management services. This incentive 
payment program expires on December 31, 2015. The goal is to recognize, to some 
degree, the value of primary care and to improve compensation for these services. Family 
Medicine appreciates the underlying message of the provision, but is asking Congress to 
increase the payment and make it permanent for all federal health care payment programs, 
including Medicaid. Otherwise, the incentive is too limited to achieve its important goals. 

Conclusion 

As Congress moves fonvard to repeal the SGR and reform Medicare payments, the AAFP 
urges policy makers to do so in a way that supports primary care and appropriately pays 
physicians for the care that they provide. A strong primary system benefits the Medicare 
program and is fiscally sound policy. Again, the AAFP is pleased to work with the Subcommittee 
to advance SGR repeal-and-replace legislation based on the bipartisan, bicameral framework 
approved in 2014, and looks forward to working with you to enact this important policy into law. 

For more information, please contact Sonya Clay, Government Relations Representative, at 
202-232-9033 or sclay@aafp.org 
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Testimony on behalf of the American Ambulance Association (AAA) 

House Committee on Energy and Commerce - Subcommittee on Health 
Hearing on “A Permanent Solution to the SGR: The Time Is Now” 

January 2 1-22, 2014 

The American Ambulance Association (AAA) thanks the Chairman, Ranking Member 
and Members of the Subcommittee on Health for holding a two-day hearing to examine a 
permanent solution to the Sustainable Growth Rate (SGR). We urge Congress to develop a long- 
term remedy for Medicare physician payments that will correct a decade-long problem that has 
created uncertainty for millions of Medicare physicians and beneficiaries. Other Medicare 
providers also face uncertainty regarding reimbursement year after year. As you are likely 
aware, ambulance service providers currently receive temporary two percent urban three percent 
rural and “super rural” increases in Medicare payments. This vital relief is extended each year as 
one of the Medicare extenders included in the physician fee fix extension package. Medicare 
reimbursement represents a substantial portion of total payments for ambulance service providers 
with Medicare patients accounting for on average 50 percent of ambulance transports. AAA 
implores Congress to move away from the uncertainty of temporary relief and toward the 
predictability, certainty and stability associated with permanent payment policies for ambulance 
service providers as part of our nation’s health care safety net. 

Ambulance service providers are a critical piece of our local and national health care and 
emergency response systems. They are also overwhelmingly small businesses, which provide 
jobs and investments in local communities. Unfortunately, due to chronic below-cost Medicare 
reimbursement, ambulance service providers are financially challenged. In 2002, the Centers for 
Medicare and Medicaid Services (CMS) established a Medicare ambulance fee schedule, but the 
rates developed were significantly below the cost of delivering services as the Government 
Accountability Office (GAO) confirmed. GAO’s two reports (published in 2007 and 2012) 
underscored that reimbursement for treating and transporting Medicare beneficiaries is unstable 
and often lower than the cost of providing the services, endangering the availability of 
emergency medical services for our nation’s seniors and everyone else. Both GAO reports 
concluded that but for the temporary add-on payments, most service providers w'ould be 
reimbursed below cost. To ensure the continuity of emergency medical care and financial 
viability of these small businesses, Congress needs to make the temporary Medicare ambulance 
relief permanent. This will allow us to budget over the long-term for staffing, replacing 
equipment and ensure that we can continue to efficiently serve the communities that rely on us 
for medical care. As Congress considers permanent repeal of the SGR, it is imperative that 
Congress concurrently address other “Medicare extenders” in order to break the cycle of short- 
term patch approach to Medicare legislation. 

AAA thanks Congress for recognizing the significant underfunding that ambulance 
service providers have faced and we sincerely appreciate the continued payment adjustments for 
urban transports, rural transports and transports in “super rural” or extremely remote areas. 
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However, the most recent extension included in the Protecting Access to Medicare Act (PAMA) 
is set to expire on March 31, 20! 5, and our ambulance services providers face uncertainty yet 
again. Congress must ensure that the dedicated men and women who provide critical emergency 
medical services have the tools and resources they need to provide the high-quality services that 
is demanded of them. Legislation is expected to be re-introduced in the 1 14th Congress by 
Representatives Walden, Neal, Nunes and Welch that institutes meaningful ambulance policy 
reforms and makes the current relief permanent. The Medicare Ambulance Access, Fraud 
Prevention, and Reform Act would allow ambulance services providers to better plan for staffing 
and equipment replacement and/or upgrades. Further, the legislation would implement a 
nationwide prior authorization program to address fraud, abuse and waste in the transport of 
dialysis patients. The legislation would also categorize us more properly as ambulance service 
providers instead of suppliers. Lastly, the bill would direct CMS to use a survey approach to 
collect cost data from a statistically significant number of different types of ambulance service 
providers. AAA believes it is critical that Congress have cost data from all the different types of 
providers if policymakers seek to make any changes to the ambulance fee schedule in the future, 
and this approach would achieve the same critical information without the excessive regulatory 
burden of mandatory cost reporting. 

Ambulance services not only create good jobs and investment, but they provide critical, 
life-saving medical care, regardless of one’s ability to pay. While they are the first in line in the 
continuum of health care, they are often the sole provider of emergency and non-emergency 
ambulance services in their communities. They respond when called - no questions asked. 
Ambulance service providers are lifelines of care for a wide range of individuals, including 
seniors who rely on Medicare. As the Subcommittee’s title claims, the time is now to pass 
permanent SGR reform, and with that we urge Congress to also permanently address ambulance 
service provider payments. 
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The Cooperative of American Physicians, NORCAL Mutual Insurance Company, PIAA, 
Texas Medical Liability Trust and The Doctors Company would like to thank Chairman 
Pitts, Ranking Member Green, and the distinguished members of the Subcommittee on 
Health for providing us this opportunity to submit testimony on the important issue of 
standards of care as they relate to reform of the Sustainable Growth Rate formula. As 
leaders within the medical professional liability (MPL) community, we have a great 
interest in ensuring that all aspects of our health system work for the benefit of both 
patients and healthcare providers. 

Background 

MPL (sometimes referred to as medical malpractice or medical negligence) standards of 
care have traditionally been addressed at the state or local level. Generally speaking, 
any MPL claim requires a determination of the applicable standard (or duty) of care in 
the community and whether the medical provider adhered to that standard of care. The 
standard of care is ordinarily established by an expert witness who relies on a variety of 
evidence sources such as their own experience, peer-reviewed medical literature, 
medical specialty society guidelines and practice standards in the state or locality. 

Federal Health Care Payment Incentives 

During the past decade, the federal government has moved to tie federal payments to 
healthcare providers to their compliance with requirements intended to improve the cost 
efficiency or quality of healthcare services. These requirements include the following: 

• Tying a portion of Medicare payments to a requirement that physicians 
electronically prescribe drugs. 

• Conditioning Medicare payments to physicians on their compliance with reporting 
requirements on certain quality measures. 

• Denying additional Medicare payments for costs attributable to certain 
“healthcare acquired conditions” (HACs) that are deemed to have been 
reasonably preventable. 

• Providing incentives to encourage healthcare providers to use certified electronic 
health records systems (and subsequent penalties for failure to adopt such 
systems). 

These initial efforts to condition federal healthcare payments on the accomplishment of 
certain objectives were dramatically expanded as part of the Patient Protection and 
Affordable Care Act (ACA). Under the ACA literally dozens of new payment rules and 
programs were implemented, including: 

• Imposition of a value-based payment modifier for physician services. 
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• Expansion of the Physician Quality Reporting System that partially conditions 
payment on quality metrics. 

• Creation of Accountable Care Organizations that tie a global payment to cost 
savings and quality metrics, 

• A “bundling” demonstration project that provides a global payment for an episode 
of care and measures adherence of that care to a variety of measures. 

• Expansion of the HAC program to Medicaid and to require payment sanctions 
under Medicare for hospitals falling into the lowest quartile in terms of the 
number of HACs. 

• Creation of a new Value Based Purchasing modifier for hospital payments. 

• Creation of new measures of “avoidable” hospital readmissions and associated 
payment sanctions for hospitals with excess levels of readmissions. 

• A new “quality star” bonus system for Medicare Advantage plans. 

Most recently, the SGR Repeal and Medicare Provider Payment Modernization Act 
passed by the House of Representatives last year created additional value-based 
requirements, including: 

• Consolidating the three existing quality programs into a streamlined and 
improved program that rewards providers who meet performance thresholds, 
improve care for seniors, and provide certainty for providers, 

• Incentivizing care coordination efforts for patients with chronic care needs. 

• Introducing physician-developed clinical care guidelines to reduce inappropriate 
care that can harm patients and results in wasteful spending. 

• Requiring the development of additional quality and performance measures. 

Please understand that we are extremely supportive of efforts to improve the quality and 
efficacy of healthcare in the United States. Indeed, MPL insurers are leaders in the 
effort to improve patient safety and ensure better health outcomes. Our concern, 
however, is the potential for misuse of regulations and guidelines that are intended to 
provide better patient care. 

The Risk 

The drive to tie Medicare and Medicaid payment rules to various incentives intended to 
promote improvements in cost efficiency and the quality of care has generally been 
supported on a bipartisan basis, and rightfully so. It must be noted, however, that the 
rules that have been implemented and will be implemented in the future have not been 
developed with the intent that they should be applied in medical professional liability 
cases to determine the applicable standard of care. Indeed, many of the new rules are 
the subject of sharp disagreement. For example, both the American Hospital 
Association and the American Medical Association believe that CMS’ list of reasonably 
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avoidable healthcare acquired conditions is neither accurate nor necessarily 
demonstrative of the quality of care. 

There is a danger in conflating these government payment rules with liability standards 
and compliance with or deviation from these rules was never intended to serve as the 
basis for protection from or exposure to litigation. Unfortunately, the beginnings of this 
trend are starting to appear. A quick search of the internet, for example, reveals dozens 
of legal websites discussing how the CMS designation of an MAC can ease the burden 
of demonstrating provider negligence. As insurers, we are also aware of a growing 
trend at the trial court level to experiment with various theories of liability tied to 
government payment rules. Consider some of the following potential uses: 

• Theories of strict liability or enterprise liability could be applied to hospitals with 
higher than average HACs or readmissions. Under such theories, actual 
negligence {deviation from the standard of care) need not be demonstrated, 

• Physicians who are in compliance with PQRS reporting requirements with 
respect to a certain condition, or who receive enhanced payments under the 
value-based modifier, could argue for plaintiffs to meet a higher standard of 
proof with respect to proving negligence. 

• Plaintiffs could argue that a provider’s failure to meet a particular quality metric 
for their overall population should be evidence of negligence with respect to a 
particular case where that metric is implicated. 

• A Medicare Advantage plan could use its ascertainment of a five star quality 
rating as a defense to a liability action. 

As these examples suggest, the confusion of payment rules with liability rules would be 
harmful to both the legal process for resolving negligence actions and the government’s 
efforts to promote value based purchasing. Among other outcomes, the development of 
these payment rules will become embroiled in extensive contention if they are to be 
allowed to be used as legal evidence. 

The Solution 

Congress can and should act now to clarify the demarcation of new incentive-oriented 
payment rules and liability rules. Simple legislative language that articulates that these 
payment rules should not be construed as liability rules is all that is needed (see 
attached). Indeed, such language was already included in the SGR repeal legislation 
which passed the House last year and in the SGR repeal bills put forth by both 
Republican and Democratic leaders of the Senate Finance Committee. 

The scope of this legislation is quite modest. It would simply preserve the status quo 
with respect to the medical professional liability adjudication process. It would not 
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change current law, or alter the way courts seek to determine if an act of medical 
negligence occurred. It would not provide new protections from medical liability 
lawsuits. It would not, in any way, affect the ability of an expert witness to discuss the 
applicable standard of care. Instead, it would simply ensure that federal rules and 
guidelines were not used for legal purposes for which they were never intended, and in 
the process guarantee the judicial playing field was not inadvertently tipped to favor 
either defendants or plaintiffs. 

The federal government is today at the beginning of a long journey toward greater 
adoption of payment incentives and systems to promote value in the purchase of 
healthcare goods and services. Simple and straight forward legislation to clarify at the 
outset the respective roles of payment rules and liability rules should be adopted to the 
benefit of all interested parties. 
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Recommend Standard of Care Language 


SECTION 1. SHORT TITLE. 

This Act may be cited as the 'Standard of Care Protection Act of 2015', 

SEC. 2. RULE OF CONSTRUCTION REGARDING HEALTH CARE PROVIDER 
STANDARDS OF CARE. 

(a) Maintenance of State Standards- The development, recognition, or 
implementation of any guideline or other standard under any Federal health care 
provision shall not be construed— 

(1) to establish the standard of care or duty of care owed by a health care 
provider to a patient in any medical malpractice or medical product liability 
action or claim; or 

(2) to preempt any standard of care or duty of care, owed by a health care 
provider to a patient, duly established under State or common law. 

(b) Definitions- For purposes of this Act: 

(1) FEDERAL HEALTH CARE PROVISION- The term ' Federal health care 
provision' means any provision of the Patient Protection and Affordable Care 
Act (Public Law 111-148), title I or subtitle B of title II of the Health Care 
and Education Reconciliation Act of 2010 (Public Law 111-152), or title 
XVIII or XIX of the Social Security Act. 

(2) HEALTH CARE PROVIDER- The term 'health care provider' means any 
individual or entity— 

(A) licensed, registered, or certified under Federal or State laws or 
regulations to provide health care services; or 

(B) required to be so licensed, registered, or certified but that is 
exempted by other statute or regulation, 

(3) MEDICAL MALPRACTICE OR MEDICAL PRODUCT LIABILITY ACTION OR 
CLAIM- The term ' medical malpractice or medical product liability action or 
claim' means a medical malpractice action or claim (as defined in section 
431(7) of the Health Care Quality Improvement Act of 1986 (42 U.S.C. 
11151(7))) and includes a liability action or claim relating to a health care 
provider's prescription or provision of a drug, device, or biological product 
(as such terms are defined in section 201 of the Federal Food, Drug, and 
Cosmetic Act or section 351 of the Public Health Service Act). 

(4) STATE- The term 'State' includes the District of Columbia, Puerto Rico, 
and any other commonwealth, possession, or territory of the United States. 

SEC. 3. PRESERVATION OF STATE LAW. 

No provision of the Patient Protection and Affordable Care Act (Public Law 111- 
148), title I or subtitle B of title II of the Health Care and Education Reconciliation 
Act of 2010 (Public Law 111-152), or title XVIII or XIX of the Social Security Act 
shall be construed to preempt any State or common law governing medical 
professional or medical product liability actions or claims. 
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U.S. House of Representatives Committee on Energy and Commerce 
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Wednesday, January 21, 2015, and Thursday, January 22, 2015 
By 

Bruce Siegel, MD, MPH, President and CEO 
America’s Essential Hospitals 

America’s Essentia! Hospitals appreciates the opportunity to submit testimony on reforming the 
sustainable growth rate (SGR) to the Subcommittee on Health of the U.S. House of 
Representatives Committee on Energy and Commerce. 

America’s Essential Hospitals is the leading association and champion for hospitals and health 
systems dedicated to high-quality care for all, including the most vulnerable. Since 1981, 
America’s Essential Hospitals has initiated, advanced, and preserved programs and policies that 
help these hospitals ensure access to care— not only for those in need, but for entire communities. 
Our more than 250 essential hospital members are vital to their communities, providing primary 
care through trauma care, health professionals training, research, public health programs, and 
other services. 

Our members also employ many physicians in hospital and outpatient clinic settings. As such, 
any action to fix the broken SGR formula would alfect these hospitals. We believe that ongoing, 
bipartisan work in Congress to repeal and replace the SGR represents the best opportunity to 
solve a problem that has plagued the health care industry for more than a decade. If Congress 
fails to act, the broken system will persist and further damage access to health care for our 
nation’s most vulnerable people. 

If Congress determines that the cost to repeal the SGR should be offset, America’s Essential 
Hospitals would stridently oppose any offset that comes at the expense of hospitals or that 
damages access to and the quality of care for low-income patients. Since 2010, federal spending 
in the hospital industry has declined by more than $115 billion. In 2012, our member hospitals 
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reported an average operating margin of negative 0.4 percent, and about 45 percent reported 
losing money. They simply cannot absorb additional cuts to hospital reimbursement. Further 
reductions would profoundly compromise these hospitals’ ability to provide high-quality health 
care services to all patients and communities. 

With this in mind, we welcome the opportunity to engage in the important process of developing 
a lasting solution for Medicare physician payments that will end the cycle of annual SGR patches 
and create meaningful incentives for improving the nation’s health care system. 

Bringing stability and sustainabilitj' to Medicare physician payments is vitally important now, as 
hospitals and other providers— and their patients— face growing uncertainty in health care 
deliveiy' and financing. Broadly available health care coverage under the Affordable Care Act 
(ACA) remains out of reach for many. About half the states have rejected Medicaid expansion and 
the outlook for reversing those decisions is unclear. A looming Supreme Court decision makes the 
future of health insurance marketplace subsidies tenuous. And with or without subsidies, many 
people still cannot afford the cost of marketplace plan premiums and cost-sharing. 

Hospitals— especially essential hospitals— face a similarly unsettled future. While Congress has 
wisely chosen to delay the ACA’s damaging reductions in Medicaid disproportionate share 
hospital (DSH) payments, years of significant DSH cuts remain on the horizon without further 
congressional action. Even without Medicaid DSH cuts, our hospitals face more than $1 billion in 
federal funding reductions in fiscal years 2014 to 2016 alone, and additional deep cuts over the 
next decade— including more than $50 billion in DSH funding. Lessening this uncertainty with a 
long-term solution for Medicare physician payments would help ease concerns about care access 
and quality for the nation’s underserved. 

As Congress considers proposals to reform the physician payment system, we urge lawmakers to 
give stability and sustainability high priority'. Congress also should ensure payment systems 
support providers’ ongoing operational needs and health care access across the entire community. 
Payment systems should be designed to generate beneficial changes in the marketplace, including 
promoting quality and cost-containment, eliminating care disparities, and giving providers the 
data and other tools they need to achieve quality and cost goals. 

New payment methodologies should reflect the input of all key stakeholders and should be tested 
thoroughly before widespread use. And policymakers .should remain mindful that one size does 
not fit all— additional resources and adjustments might be required to account for patients with 
complex needs and sociodemographic challenges. 


2 



228 


Hospitals have endured a decade of short-term SGR patches financed through reductions in 
hospital payment rates. Solving one side of the provider equation must not come at the expense of 
the other— particularly the hospitals and health systems that care for a disproportionate share of 
Medicaid, uninsured, and other low-income patients. 

We are committed to working mth Congress to find a permanent solution to the Medicare 
physician payment problem, and ask tliat lawmakers stay mindful that additional cuts would 
harm the ability of hospitals to meet their commitment to underserved populations. Hospitals 
and health systems are already facing deep Medicare and Medicaid payment cuts under the ACA 
and sequestration. Stable and adequate Medicare payment for both physicians and hospitals is 
essential to the shared goal of increasing access to high-quality, innovative care, and is key to 
aligning incentives that promote care coordination and integration. As we consider ways to 
improve physician payments, we also must shore up support for hospitals, including further 
delaying DSH cuts and considering whether we can still justify these cuts in light of shortfalls in 
Medicaid expansion and other coverage. In the end, reforming Medicare physician payments 
must strengthen the entire health care system. 

We appreciate the opportunity the Subcommittee on Health has given us to share our thoughts 
on reforming the SGR. If committee members or other interested parties wish to learn more 
about essential hospitals in the context of this or other issues, contact Shawn Gremminger, 
director of legislative affairs, at 202-585-0112 or sgremminger@essentialhospitals.org. 
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* Another 42 percent would be expected to receive coverage from an empiover, either as active 
workers or retirees, rather than Medicare: 

o 22 percent |1.1 million) ofthis group would be covered by an employer-sponsored retiree health 
plan; for these individuals, the employer plan would become their primary source of health 
insurance coverage rather than being a supplement to Medicare. 

o 20 percent (1.0 million) would be covered as an active worker by an employer plan because they 
ortheir spouse are working beyond age 65; these adults would retain their primary employer- 
sponsored coverage but would not have secondary coverage provided by Medicare. 

• The remaining 20 percent {1.0 million) of 65- and GG-year-olds would be covered by Medicaid, 
including 130,000 individuals who would have been covered by both Medicare and Medicaid (full 
dual eligibility) if the eligibility age was 65, and 860,000 people who would qualify for Medicaid 
under the ACA because they have incomes up to 133 percent of the FPL. 

Medicare would continue to cover some 770,000 high-cost 65- and 66-year-olds who qualified for the 
program prior to reaching age 65 because of disability.^® Their eligibility would not be chartged as it 
would be for other individuals ages 65 and 66. 

OUT-OF-POCKET SPENDIN6 

Raising the age of eligibility for Medicare is expected to affect beneficiaries' out-of-pocket spending, but 
the direction and magnitude of the change depends on a number of factors, most importantly whether 
beneficiaries would be covered by Medicaid or would receive subsidies for Exchange coverage. In the 
aggregate, raising the age of eligibility to 67 in 2014 is projected to result in an estimated net increase of 
$3.7 billion in out-of-pocket costs for people who would otherwise have been covered by Medicare. 

Among the five million adults who would be directly affected by an increase in Medicare eligibility in 
2014, nearly one-third (1.6 million) are estimated to pay less under their new source of coverage than 
they would have paid out-of-pocket under Medicare.^® Yet two-thirds (3.3 million) are estimated to pay 
more as a result of shifting from Medicare to another source of coverage. (Exhibits 3-G) 
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